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Abstract
Thispapercomparesthecomparativeadvantagesandtradepatternsintheevolutionof
theservicetradeinBRICSintermsofinternationalmarketshare,Lafayindex,andother
indicators,revealingapatternofthesefivecountriescompetinginvariousserviceareas.
TheresultsrevealthatthescaleoftheservicetradeintheBRICScountrieshascontinuously
expanded.Exceptforindividualcases,thetradestructuresofthefiveBRICScountriesgive
priorityto,andhavecomparativeadvantagesintermsof,thegenerallaborforceandnatural
resourceintensivesector,whilehavingcomparativedisadvantagesintermsofcapitalanda
technicalycrowdedmodernservicesectors.TheresultsofLafayindexanalysisfurther
indicatethatatitspresentstage,theBRICSservicetradeasawholecanbestilcharacterized
asmainlyinter-industry,althoughatrendofintra-industrytradeappearstobegradualy
emerging.
ThispaperalsoproposesfactorsinfluencingBRICS・competitivenessintradeinservices
withMichaelPorter・s・diamondmodel・andthenconductsacomparativeanalysisofthe
effectofthesefactorsonthedevelopmentofthefivecountries.Accordingtotheresults,lack
ofadvancedfactorsofproduction,underpowereddomesticmarketdemand,low market
openness,andimbalancedgoodsandservicestradessynergiesarethemaincausesofthe
weakcompetitivenessoftheBRICS・servicetrade.Accordingly,possiblesolutionsarepro-
vided,includingenhancingtheaccumulationofadvancedfactorsofproduction,expanding
domesticmarketdemand,improvingmarketopenness,andpromotinggoodandservice
tradesynergies.
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I. Foreword
1.BackgroundoftheStudy
Theworldeconomyissettowitnessmajorchangesonceagain.Inthisnewera,eco-
nomicglobalizationisdeepeningandtakingonthefolowingfourcharacteristics.The
firstcharacteristicisthatofhavingtwowheels,onespinningmorerapidlythantheother.
Fuelingincreasesofworldtrade,withtheliberationofinvestment,isamultilateraltrading
system andmoreregionaltrade.TheWorldTradeOrganization・s（WTO）10-yearDoha
RoundofTalksfailedandendedinadeadlock;meanwhile,variousregionaltradearrange-
mentsareproducingeconomicgrowth.Thissuggeststhatthewheelofregionaltrade,
withitsformationofgeographicblocs,isspinningmorerapidlythanthatofglobalor
internationaltrade.
Thesecondcharacteristicofeconomicglobalizationistheemergenceoftwodistinct
markets:onepromisingandtheothersluggish.Themainfeatureofpreviouseconomic
globalizationisthatadvancedcountriesweremarketsforconsumergoodsandthatdevel-
opingcountriesweretheproducersofthesegoods.However,afterthefinancialcrisisof
2008,developedcountrieswerecaughtinthepredicamentofhavinginsufficienteffective
demand,whiledevelopingcountries,especialyemergingeconomies,begantomanifest
newmarketpotentials.
Thethirdcharacteristicofeconomicglobalizationistheappearanceoftwoforces:one
ascendingandtheotherdescending.Inthepast,advancedcountriesdominatedtheeco-
nomicgovernanceoftheworldeconomy.However,theglobalbalanceofpowerhas
shifted.Neweconomiesareemergingoneafteranother,andadvancedcountries,whichare
gradualylosingtheircontrolovertheworldeconomy,arenowlesswilingtopromote
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economicglobalization.
Thefourthcharacteristicofeconomicglobalizationisthedevelopmentoftwoindus-
trialsectors,servicesandmanufacturing,withtheproportionofonerisingandtheother
faling.Theshareofmanufacturinghadbeenquitelargeinthepreviousworldtrade
structure.Amajorimpactofeconomicglobalizationontheindustrialstructureisthe
convergenceofmanufacturingandservices,resultinginthegradualriseoftradeinserv-
icesandrelativelysmalgainsfortraditionalmanufacturing.Thus,theservice-oriented
developmenttendencyoftheworldeconomyisbecomingincreasinglyapparent.
Asofthe1980s,theservicesectorhasbeenrapidlydevelopingandhasbecomevitalto
worldeconomicandtradeactivities.Theworld・stotalexportofservicesincreasedfrom
$365bilionin1980to$4,425.8bilionin2012,turningtheservicesectorintoanimportant
economicactivityjustaftertradeingoodsandforeigndirectinvestment（FDI）.Moreover,
becauseofthefeaturesofservicesector,thefocusofworldmarketcompetitionwilalso
shifttoa・trade・inservicesinthefuture.Consequently,thecomparativeadvantagesof
tradeinserviceswilbesignificanttoacountry・sprospectsfortradeandeconomicdevel-
opment.
Insuchacontext,Chinahasgrownintoalargemanufacturerwithover30yearsof
effort.However,theUS-originatedglobaleconomiccrisisin2008andtheEuropeandebt
crisisin2011suppressedthepurchasingpowerofthetwomajortradingpartnersofChina
todifferentextents,andthesecrisesaffectedtheChineseeconomy,highlydependenton
overseasmarkets.ForChina,adjustingitsindustrialstructureandexpandingdomestic
demandbecametheonlychoicestomaintainsteadyeconomicdevelopment.Meantime,
thetransformationthetradingpatternsandtheexpansionofserviceexportsreflectedthe
consensusofChina・ssocietyasitsoughtanewstartingpointforstableeconomicgrowth.
TheUnitedNationsConferenceonTradeandDevelopment（UNCTAD）classifiestrade
inservicesinto11categories:transport,travel,communications,construction,insurance,
financialservices,computerandinformation,royaltiesandlicensefees,otherbusiness
services,personal,andculturalandrecreationalservicesandgovernmentservices.Wecan
seethattradeinservicescoversanextensiveandpromisingscopeofactivities.Viewed
fromtheangleofindustrialupgrading,thedevelopmentoftheservicesectoralsorepre-
sentsaspecificmanifestationofupgradingtheindustrialsectoraswel.Thisispartofthe
inevitable,aconstantclimbtowardthehighendoftheindustrialchain,specificalytoward
theupperstreamofthevaluechain.Therefore,thedevelopmentoftheservicesectornot
onlystabilizesgrowthintradebutalsoraisesthepositionoftheChineseindustryinthe
globalindustrialvaluechain.
IntheU.S.,GoldmanSachsproposed,forthefirsttimein2001,theconceptofthe
・BRICs,・whichincludesBrazil,Russia,India,andChina.AftertheentryofSouthAfricain
December2010,BRICswasformalyrenamedBRICS（andmanycommentatorsrefertothe
new blocas・BRICSA.・）TheBRICSaccountfor29.7%oftheterritoryand42.4%ofthe
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populationoftheworld,boastinguniqueadvantagesinarea,population,resources,mar-
kets,andothers.Alongwiththeiracceleratedeconomicgrowth,BRICS,asrepresentatives
ofemergingeconomiesandleadersofdevelopingcountries,playedanimportantpartin
manyinternationalaffairs,andtheirinternationalstatuskeptrising.InaGlobalEconomic
Report,publishedbyAmericaGoldmanSachsin2003,itisestimatedthattheworldeco-
nomicpatternwilbesubjectedtodramaticchangesby2050:China,U.S.,India,Japan,
Brazil,andRussiawilbecomethesixnewmajoreconomiesoftheglobe.Wecanseethat
theBRICScountriesareplayingamoreimportantroleintheworldeconomy.
Inrecentyears,thepositionandroleoftradeinservicesofBRICSeconomiesinglobal
servicesaregradualyimproving.In2010,thetotalvolumeoftradeinservicesofBRICS
accountedfor11.1%oftheworldtotal,up122%over4.9%of1999.AlthoughBRICSregis-
teredrapiddevelopmentoftradeinservices,theirindustrialsectorswerelessimpressive.
Thegrowthinthetotaltradeinservicesinthesecountrieswasstildrivenbytourism,
transport,andothertraditionalylabor-intensiveindustries,whiletheinternationalcom-
petitivenessoftheirfinance,insurance,communications,andotheremergingservices
laggedfarbehindtheU.S.andotheradvancedwesterncountries.Therefore,ageneral
explorationintothecurrentdevelopmentoftradeinservicesinBRICSandanin-depth
analysisofstructuralcompetitivenesswilbeconducivetoourunderstandingofthedevel-
opmentpatternsoftradeinservices.Thesecountriesandtheirdifferenceswilbeofgreat
strategicsignificanceforChinaandotherdevelopingcountriesastheyborrowexperiences
togaincomparativeadvantagesintheservicetrade,toboosttheiroveraldevelopmentin
thelargermacroeconomy.
Becauseoffeaturesoftheserviceindustry（themodernserviceindustryinparticular）
suchasfactorintensityattributes,incomeelasticityofdemand,productivityincrease
ratios,andindustrialrelevancy,themodernserviceindustryandtradeinservicesareof
vitalimportancetotheeconomicdevelopmentofacountry.BRICS,asthelargestemerg-
ingeconomicblocoftheworld,isinanapparentlyinferiorpositionintheservicetrade,
whichrestrictseconomicgrowth,inhibitstheupgradingoftheindustrialsector,andfur-
therdiminishesthecapacitytoabsorbmoreemployment.Basedontheabove,itisthere-
foreimportantforemergingeconomiestoproduceasystemicanalysisofthecomparative
advantagesandtradepatternsoftheservicetradeinthefiveBRICScountries.
2.Aretrospectiveondomesticandforeignstudies
Currently,therearemanymethodsformeasuringthecompetitiveadvantagesintrade
inservicesathomeandabroad.Althoughmanyscholarsapproachthetopicfromdifferent
perspectives,theybasicalyfolowtworoutes:oneistoassessservicetradecompetitive-
nessbasedonfactorsaffectingitsdevelopment.Afterastudyofthedecisivefactorsof
serviceexports,thewesternscholarSapir（1984）concludedthattraditionalgoodstrade
theorycouldexplainservicetradepatterns;however,becausethedegreeoffittingof
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estimatedresultswaslow,tradeinservicesstilneededexplanation.Lucas（1988）con-
ductedananalysisofthecompetitivenessoftradeinservicesfrom theaspectofhuman
capitalaccumulationbasedonArrow・slearning-by-doingmodel1.AccordingtoLucas,the
degreeofhumancapitalaccumulationofacountry,weakorstrong,hadamajorimpacton
thecomparativeadvantagesofitsservicetrade.TwoChinesescholars,YinFengandChen
Xian（2009）,conductedanempiricalanalysisoftheeconomicscale,incomelevel,develop-
mentlevelofservicebusiness,scaleofgoodstrade,openingdegreeofservice,andinflu-
encefactorsofinternationalservicetradeincombinationwithdata（19902005）of14major
servicetradersincludingU.S.,Canada,andChina.FengandXian（2009）heldthat
China・sserviceindustryhadlaggedbehindforalongtime,withalowopeninglevelof
serviceindustryandaverysmalinternationalmarketshare;hence,thescaleofservice
exportsremainedsmalcomparedtoitseconomicstrength.ZhuangHuiming,Huang
Jianzhongetal.（2009）selectednineinfluencefactorsofservicetradecompetitivenessand
builtaneconometricmodelforassessingthecompetitivenessoftheservicetradeofChina.
ShuYanandLinLongxin（2011）selected15indexesandstudiedtheinfluencefactorsof
servicetradecompetitivenessofChinausingprincipalcomponentanalysisincombination
witharegressionmodel.
Basedonananalysisoftheservicetradecompetitivenessofvariouscountries,numer-
ousscholarsfoundtheinfluencefactorsofservicetradecompetitivenessandconducted
quantitativeanalysesofthesefactorswithempiricalmodels.Insummary,thesefactors
mainlyincludethedevelopmentlevelsofrespectivedomesticserviceindustries,human
capital,degreesofopenness,FDI,exchangerates,nationalincomes,thetotaltradeingoods
（itisalsoconsideredbyscholarstobeadependentvariable2duetotherelevancybetween
tradeinservicesandtradeingoods）,institutionalandtechnicalfactors,includingtechni-
calprogress3,respectivestagesofeconomicdevelopment（theindustrialstructure）,the
strengthofgovernmentalpolicies,changesintradepatterns,anddifferencesintheendow-
mentofresources4.WhilestudyingthetradedevelopmentsinBRICS,wecannotneglect
thefactoroftradepoliciesinteractingamongthem5.
Thesecondrouteistomeasurethecompetitivenessofservicetradebasedonthe
importandexportdataofservices（incombinationwithvariousindexes）.Thisapproach
isatypicalmethodofmeasurement.CommonindexesmainlyincludetheTradeSpecial
Coefficient（TC）,theRevealedComparativeAdvantageIndex（RCA）,theRevealedCom-
petitiveAdvantageIndex（CA）,andtheNetExportRevealedComparativeAdvantage
Index.Twowesternscholars,Peterson&Barras（1987）,conductedanempiricalanalysisof
theservicetradesofmanycountrieswithanRCAindexanddiscussedtherelationbe-
tweenactualexportsofservicesinsamplecountriesandtheirRCAindexes6.Peterson
（1988）conductedanempiricalanalysisofthecompetitivestructureoftourismservicesin
anumberofeconomieswithRCAindexes7.Hoekman（1995）utilizedtheRCAindexto
analyzetheservicetradesinOECDmembers,developingcountries,andsmaldeveloping
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countries（analyzedtheservicetradesinOECDmembers,developingcountriesandsmal
developingcountrieswithRCAindex）andfoundthatmanydevelopingcountries,aswel
assmalerdevelopingcountries,werebecoming（orwouldbecome）professionalservice
exporters.Hardwick（1998）conductedananalysisofthecompetitivenessoftheEUinsur-
anceindustrywiththeRCAindex.Accordingtotheresults,theU.K,France,andthe
Netherlandshadthemostcompetitiveinsurance,whilethemarketsharesofSpain,Italy,
andPortugalindicatedtheirascendingpositionsinthefuture8.Srinivasan（2004）found
thatamongvariousgoodsexporters,themarketshareofChinahadbeengrowingfast
since1978,leavingIndiafarbehind.Conversely,intermsoftradeinservices,India・sIT
exportindustryoutstrippedChina・s.India・sgrowthwasdrivenbytheexportofservices
supportedbyinteligence,whileChina・seconomicgrowthwasdrivenbymanufacturing
productssupportedbycheaplabor,leadingtoasharpcontrastbetweenthetwonational
models9.YanruiWuetal.（2006）alsocomparedthebilateraltradebetweenChinaand
IndiawiththeTradeSpacializationIndex（TC）（TradeSpecializationIndex）andRCA
indexesandconcludedthatChinaandIndiawereindirectcompetitiverelationwithre-
specttomanufacturingproducts,andthat,furthermore,Chinacouldborrowtheservice
developmentexperienceofIndia10.AlanandPhilip（2005）conductedaquantitativeanaly-
sisoftradeinfinancialservicesofOECDcountriesin2001andfoundthatintra-industry
andinter-industrytradecoexistedinalcountries.ThroughRCAindexanalysis,Alanand
PhilipconcludedthatthemostcompetitivecountrieswereBelgium,Luxemburg,Italy,
Switzerland,theU.S.,andGreece.Ifthenetexportindexweretobeapplied,themost
competitivecountriesbecameGermany,Switzerland,theU.S.andU.K.,Belgium,and
Luxemburg.
ChinesescholarsRenJiantingandLiusu（2010）,HeYadong（2010）,HuangYi（2012）,
HeJun（2013）,andLiuWenQi,amongothers,conductedanevaluationandstudyofthe
internationalcompetitivenessofChina・sservicetradeasawholeandonespecificbranch
withtheaboverelevantindexes.ChengXinzhangandTangHaiyan（2007）conducted
researchintotheadvantagesofChina・sforeigntradefromtheperspectiveofaninterna-
tionaldivisionoflaborwiththeLafayindex;however,thescholarsdidnotaddresstrade
inservices.
Inconclusion,althoughthedomesticandforeignscholarsconductedsubstantial
analysisoftheservicetradeandcompetitivenessinBRICSeconomiesandilustrateddif-
ferentviewsusingdifferentmethods,thereisapaucityofliteratureontradeinservicesin
theBRICSeconomies,especialyregardinginter-industrydevelopmentcharacteristicsand
interactions.ThisstudytriestoexplainthetradeinservicesofBRICSasoneemerging
economy,revealingdifferencesmeritingourattentionwithinoneservicebranchinapar-
ticularcountry.Thisstudyalsomeasurestheoveralcompetitivenessoftheservicetrade
oftheBRICSblocandthestructuraladvantagesofeachcomponentthroughthecompara-
tivemethodoftheLafayindex.
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II.RiseofBRICSandtheExpansionofForeignTrade
1.BRICShavebecomeimportantenginesanddriversofworldeconomicgrowth
Overthepastdozenyears,themostprofoundimpactbroughtaboutbyrapideconomic
globalizationistheemergenceoflargeemergingeconomies.Theso-caledemerging
economiesstartedgrowingin1960s,andthemosttypicalcaseswerethe・EastAsian
Tigers・and・TigerCubEconomies.・However,theemergingeconomiesweregeneraly
smalinsizeatthattimeandwerenotsufficientlystrongtowieldgreatimpactonthe
worldeconomyandtradepatterndominatedbyadvancedcountries.Inearly1990s,after
theColdWar,economicglobalizationboostedbyadvancedcountrieswasspreadingfast,
involvingChina,Russia,India,Brazil,andotherlargedevelopingcountries. After
China・sentryintoWTOin2001,emergingeconomiesstartedtorapidlygainstrengthand
finalybroketheglobaleconomicpatterndominatedbyadvancedeconomies.
Since2000,theeconomicscaleofBRICSrapidlyexpanded,growingatarateabovethe
averageoftheworldandtheG7（asshowninFigure1）.BasedontheUNCTADdataof
2012,theGDPofChina,India,Brazil,Russia,andSouthAfricastoodat$4,567.45bilion,
$1,375.38bilion,$1,136.55bilion,$979.4bilion,and$305.54bilion,respectively,accounting
for15.5%ofthewholeworldaltogether,up6.5%over9.0%in2000.Correspondingly,the
G7・sshareofglobalGDPdeclinedfrom62.5%in2000to53.8%in2012（seeFigure2）.Cur-
rently,theoveraleconomicscaleoftheBRICShasoutstrippedJapanandreached60%of
theU.S.From 2000to2012,therealGDPoftheworldandadvancedcountriesonlyin-
creasedby1.4and1.2times,respectively,whilethetotalGDPoftheBRICSincreasedby2.3
times.
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Figure1 TransitionofGDPoftheWorldandVariousEconomies,20002012
（Unit:$milion）
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Asthefigureshows,comparedwithadvancedcountriesexperiencingrelativelyslow
economicgrowth,theBRICS,astypicalexamplesofemergingeconomies,manifested
world-shockingeconomicgrowthafter2000,farabovetheaverageoftheworldandtheG7
（seeFigure3）.Chinahadachievedbothfastandsustainableeconomicdevelopmentafter
ithadadoptedthereformandopening-uppolicyforover30yearsandcreatedahistoric
miracleofannualaveragegrowthofnearly10%.Indiaalsomaintainedfasteconomic
growththeseyears.Russiawasnamed・arisinggiant,・andBrazilwasalsoemergingfrom
theeconomicstagnationandmovingtowardrapideconomicdevelopment.In2009,the
worldeconomyregisteredanegativegrowthof2.1%,andChinaandIndia,twoBRICS
economies,werestilachievingafastgrowthrateof9.2%and8.2%,respectively,despitethis
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Figure2 TransitionofVariousEconomies・ShareofGlobalGDP,20002012
（Unit:%）
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Figure3 TransitionofGDPGrowthintheWorldandVariousEconomies,20002012
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negativeglobalcontext.Intheview oftheglobalgrowthtendency,BRICScountries・
economicstrengthwasconstantlyimproving,andtheBRICSwerebecominglessdepend-
entonadvancedeconomies.Overthepastdecade,apartfromtheremarkablegrowthof
ChinaamongtheBRICS,Indiaalsomaintainedanannualgrowthrateof6%7%andeven
reached9.8%in2007,becomingoneofthemostattractivedestinationsofworldinvestment
alongwithU.S.andChina.Duringthesameperiod,Russiaalsorecordedfasteconomic
developmentandanannualGDPgrowthofmorethan5%,re-establishingitselfoneof
world・s10majoreconomies.Brazil・seconomicdevelopmentwasrelativelysluggish;how-
ever,itseconomicgrowthstilreached7.5%in2010.Finaly,theSouthAfricaneconomy
alsomaintainedrapidgrowth;however,itfelbehindtheworldaverageaftertheonsetof
theworldfinancialcrisis.Therefore,China,India,Russia,andBrazilpresentedadistinct
trendofgrowthinGDPasof2002,whiletheeconomicscaleofSouthAfricavariedlittle
acrossthesameperiod.
Insummary,overthepastdozenyears,theBRICSweredevelopingatanaccelerated
rate,higherthantheworldaverage,withrisingworldsharesofeconomicstockandeco-
nomicvalueadded（EVA）.TheBRICShadbecomeimportantenginesanddriversofworld
economicgrowth.
2.TradeExpansioninBRICS
Alongwiththerapideconomicdevelopment,foreigntradelevelsoftheBRICScoun-
triesweresignificantlyrising.Chinabecamethesecondlargesttradingentityoftheworld
in2011.Also,China,India,Brazil,Russia,andSouthAfricabegantoadoptfairlyopen
foreigntradepoliciesin1978,1991,1994,1992,and1993,respectively,bringingcloserthe
relationbetweenBRICSandtheworldeconomy.Thishadalsobecometheimportant
contextofunprecedentedupgradingoftheworldinfluenceandexpectationvalueof
BRICS.
Intermsoftradevolume,BRICSonlytookup6.6%oftheworldtotalin2000,whilethis
figurehadrisento15.9%in2012.Incontrast,theshareofworldtradeofdevelopedcoun-
triesdroppedfrom47.4%in2000to35.1%in2012.However,ifviewedfromthetradescale,
thereweregreatdifferencesamongtheindividualBRICSeconomies.Forexample,in2012,
China・simportsandexportsofgoodsandservicestotaled$4,272.63bilion,accountingfor
9.5%oftheworldtotal,being4.1times,4.3times,7.3times,and18.6timesgreaterthan
Russia,India,Brazil,andSouthAfrica,respectively.Thus,onthewhole,thetradescaleof
BRICSwastrendingtowardconstantgrowth.Inaddition,exceptforSouthAfrica・srela-
tivelysmalshareofworldtrade,thesharesoftheotherfourcountrieswereapparently
growing（asshowninFigure4）.
Meanwhile,althoughBRICSmadecertainbreakthroughsinthequantum ofworld
trade,thegrowthratefluctuatedwidely.AsshowninFigure5,thechangingtendencyof
growthinimportsandexportswasgeneralythesameinBRICSduring2001and2012,and
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2009sawasharpdeclineandevennegativegrowthduetotheimpactoftheworldfinancial
crisis.AlthoughforeigntraderecoveredandthengainedmomentuminalBRICScoun-
triesin2010,adecliningtrendthenappearedafterthatyear.
Tobemorespecific,China・sgrowthinforeigntradefluctuatedfrom2001to2012and
reachedapeakvalueof35.5%in2004,aresultmainlyattributedtothereductionoftrade
barriersandbroadertradespacebeforeChineseexport-orientedenterprisesafterChina・s
entryintoWTOin2001.Indiahadbeenmaintaininghighgrowthinforeigntrade,espe-
cialywiththeRaogovernmentadoptingtheNewEconomicPolicyin2001（exceptforthe
year2009）.Brazil・sgrowthintotalforeigntradefluctuatedsignificantly.Inthelate1990s,
Brazilbegantoadjustitsindustrialstructureandstrengthenitsexportcapability,result-
inginthemostsustainedgrowthoftradesince2003.Russia・sgrowthintradevolumewas
alsounstableandvulnerabletoworldeconomicenvironmentanddomesticeconomic
policies.
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Figure4 TransitionofBRICS・SharesofWorldTrade,20002012
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Therefore,generalyspeaking,BRICS・growthinforeigntradewitnessedgreatfluctua-
tionsanddeclinefolowingtheeconomiccrisis;however,theseeconomiesstilmanifested
adistinctgrowthtendencyafter2003.
Moreover,wecanalsovalidatethesoaringdevelopmentofforeigntradeinBRICS
fromtheperspectiveofexports.AccordingtoUNCTADdata,theexportsofBRICStotaled
$3,670.74bilionin2012,anincreaseof5.6timesoverthatin2000,whiletheG7onlysawan
increaseof1.1timesinthesameperiod.Asfaraseachcountryisconcerned,SouthAfrica,
Brazil,Russia,India,andChinaincreasedby1.9times,3.4times,4.2times,6.2times,and7.1
times,duringthesameperiod,incontrastto1and0.7timesfortheU.S.andJapan,respec-
tively.WecanseethatthegrowthinexportsofBRICSwasfargreaterthanthatofad-
vancedcountriesledbytheG7during2000and2012.
TheexpansionofexportsalsobroughtaboutconsiderabletradegainstoBRICS.As
perFigure6,from2000to2012,amongtheBRICScountries,ChinaandRussiamaintained
long-termtradesurplus,whileIndiamaintainedatradedeficit.China,theworkshopofthe
world,gaineditshugetradesurplusmainlyfromexportinglargequantitiesofmanufac-
turedgoods,withitstradesurplusreaching$230.23bilionin2012.Bycontrast,thetrade
surplusofRussiawasmainlyfromtheriseofmarketpriceofnaturalresourcesandother
primaryproducts,withitssurplusreaching$148.8bilioninthesameyear.Afterthefinan-
cialcrisisin2009,Brazil,themajorworldsupplierofrawmaterials,recordedrepeatedtrade
deficitslastingto2012,despitethepasttradesurplusesduetothedownsizedexportsof
rawmaterialsandfinishedproductsandsignificantincreasesinpetroleumimports.
Inconclusion,eversince2000,BRICS・foreigntradeachieveddifferentlevelsofdevel-
opmentasawhole,withoutregardtothescaleoftrade,thegrowthofexports,orbalances
oftrade.Speakingofthescaleoftrade,Chinapossesseddistinctadvantagesandbecame
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Figure6 TransitionofImports-ExportsBalanceofBRICS,20002012
（Unit:$milion）
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thesecondlargesttraderandthelargestexporterintheworldin2011.Whenitcomesto
growthinforeigntrade,BRICSshowedbasicalythesamechanges,withaloftheirecono-
miesremainingvulnerabletotheinfluenceofworldeconomicenvironmentanddomestic
tradepolicies.Hence,theBRICSeconomiesdemonstratedgreatfluctuations.Although
BRICSmaintainedhighgrowthinforeigntradeasof2003,includingIndiaandRussiawith
thehighestgrowth,thegrowthinforeigntradeshowedadecliningtendencyinBRICS,
especialyafter2010duetotheimpactoftheworldfinancialcrisis.Intermsofexports,al
BRICStendedtowardrobustgrowth,withChinapostingthemostoutstandingstatistics.
Drivenbyrobustexports,ChinaandRussiastilmaintainedlong-termtradesurplusesin
termsofbalanceoftrade.TradedevelopmentinBRICSshowsthatthedominancyofthe
worldeconomyisshiftingfromdevelopedcountriestoemergingeconomies,andthatnew
economies,ledbyBRICS,arestilgrowingatafasterratethanadvancedcountriesregard-
lessofthedeterioratedworldeconomy.Althesefactorshavelaidafavorablefoundation
forBRICStopromoteaneconomictransformationbasedontradeinservices.
III. ServitizationoftheWorldEconomyandBRICSExpansionofTradein
Services
1.ServitizationoftheWorldEconomy
AccordingtotheresearchofKuznetsandothereconomists,asasocietyanditsecon-
omydevelops,anditsnationalincomerises,theindustrialstructureofacountryorregion
wilexperienceaninitialshiftfrom primaryindustriestosecondaryindustries,folowed
byashifttotertiaryindustries,afterdevelopmenthasreachedacertainlevel.Looking
aroundtheworld,aseconomicglobalizationisaccelerating,theserviceindustryofthe
worldisbecomingmoredependentoninformation,andthemodern,internationaldivision
oflaborandcolaborationismovingawayfrom traditionalmanufacturingandtoward
productiveservicesandotherhigh-endprocesses.Thisistransformingtheworldecon-
omy,turningitintoaservice-orientedeconomy.Theserviceindustryisbecomingan
importantenginedrivingeconomicgrowth,anditisamajorsourceofsustainabledevelop-
mentforthemoderneconomy.Hence,thedevelopmentleveloftheserviceindustryhas
becomeanimportantsymbolofeconomicmodernization.Inthe1980s,theworldeconomy
witnessedatransformationawayfrom an・industrialeconomy・towarda・serviceecon-
omy,・andmodernservicebecamethemajorforcestimulatingeconomicdevelopment.
Morespecificaly,theservitizationoftheworldeconomyismainlyvisibleinthefol-
lowingways:
（1） Servitizationoftheindustrialstructure
ConcerningthestructureofGDPin2010,theratiooftheaddedvalueofthethree
industriesoftheworldwas2.8:26.3:67.7,andinOECDmemberswithhighincomes,itwas
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1.3:23.8:74.9,leadingtothetertiaryindustryestablishingadominantpositioninalcoun-
tries.
Eversince2000,thetertiaryindustry・sshareofGDPwasontheriseintheworldand
maintaineditselfatabout70%startingfrom 2008.Thetertiaryindustryaccountedfor
nearly80%ofGDPintheU.S.andU.K,whichareknownastwohighlyadvancedecono-
mies.Althoughatendencytowardtheservitizationoftheeconomywasalsoobservedin
rapid-developingoremergingcountries,thereweregreatdifferencesamongthem.Among
theBRICScountries,thetertiaryindustry・sshareofGDPsurpassed65%inBrazilandSouth
Africa,approachingtheaverageleveloftheworld.IndiaandRussiafelbehindBraziland
SouthAfricainthisregard;however,theirtertiaryindustry・sshareofGDPstilwent
above50%.WhileChinadisplayedlong-termrapideconomicgrowth,itstertiaryindustry
wasdevelopingataratebelowthoseoftheotherfourcountries,makingupmerely40%of
itsGDP.
Indrivingeconomicgrowth,in2010,thecontributionofthetertiaryindustrytothe
growthofGDPwas64.1%intheU.S.,66.4%intheU.K.,and68.7%inAustralia,alfargreater
thanthatofthesecondaryindustry（37.3%,34.6%,and11.7%）inthesecountries,respectively.
AmongBRICS,in2011,thecontributionofthetertiaryindustrywasashighas79.3%and
74.1%inIndiaandBrazil,respectively,bothabovethelevelofadvancedcountriessuchas
theU.S.andU.K.,whilethecontributionofthetertiaryindustrywasrelativelylowin
ChinaandRussia,amountingtoamere43.7%and44.3%,respectively.Thisshowsthatthe
majorforcedrivingeconomicgrowthisnolongermanufacturingbutrathermodernserv-
ice,albeitonlyaftereconomicdevelopmenthasreachedacertainlevel.Theservitization
leveloftheindustrialstructurehasbecomeanimportantindicatorformeasuringeco-
nomicdevelopment.
（2） Servitizationofthevaluechain
Theservitizationofthevaluechainmanifestsanapparentindustrialdevelopment
tendencyaswel.Intermsofthevaluechain,enterprisescanbebrokendownintoaseries
ofstrategicalyrelevantactivities,includingfivemajoractivities:inboundlogistics,opera-
tion,outboundlogistics,marketingandsales,andservice（MichaelPorter,1998）.When
economicdevelopmenthasreachedacertainstage,theso-calednewmanufacturingenter-
prisesstarttoemerge.Insteadofmerelyprovidingtangibleproducts,theycompeteto
embedintangibleservices（instalationanddebugging,after-saleservices,consultingand
training,andsecuredfinancing）intotangibleproductsinthewayofserviceenhancement
（DavidM.Gann,AmmonJSalter,2000）andprovidetheso-caledfulproducts（Gao
Xiaolan,LinLei,WuGuisheng,2008）.Inthisregard,manufacturingandserviceindustries
nolongerhaveclearboundaries,andthethreeindustries,inparticularthesecondaryand
tertiaryindustries,aremanifestingatendencytoconverge.
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（3） Servitizationofthedemandstructure
Theservitizationofthedemandstructurealsorepresentsamajorcharacteristicof
economicservitization.Whenthelevelofeconomicdevelopmentislow,consumersmainly
demandtangibleproductstomeettheirdailyneeds.Asconsumers・consumptionlevel
rises,theywilhavehigherdemand,resultinginchangesofthedemandstructureand
gradualtransitionfrom demandfortangibleproductstodemandforservices.Kuznets
（1955）interpretedthechangesoftheindustrialstructurewiththechangesofthedemand
structure11.Accordingtohim,ahigherincomeleveldrivesthechangesofthedemand
structureandleadstofurtherchangesoftheindustrialstructure.Therefore,aninternal
logicrelationcanbeconsideredasexistingbetweentheservitizationofthedemandstruc-
tureandtheservitizationoftheindustrialstructure.
（4） Servitizationofforeigntrade
Asaresultoftheacceleratedgrowthoftheglobalserviceindustry,internationaltrade
isalsodevelopingtowardsservitization.Internationalexchangeactivitiesarenolonger
limitedto・goods;・instead,finance,insurance,communication,transport,construction,and
legalconsultancyservicesarealsotreatedasobjectsandfactoredintothetradingscope.
Viewedfrom thegrowthratefrom 2001to2012,thescaleofworldservicetradewasex-
pandingatadrasticspeedsimilartothatoftradeingoods,reachingapeakvalueof20%
in2007.Afterexperiencingnegativegrowthin2009,worldtradeinservicesandgoods
soonreturnedtotheirnormaltrack;however,theirgrowthsloweddown.Evenso,trade
inservicesoftheworldstilgrewfasterthantradeingoodsin2012.Wecanseefromthe
abovethattradeinserviceswasgainingalargershareininternationalexchangeactivities
theseyears,anditspositionwasalsoimproving.
Theexpansionofworldtradeinservicesisleadingtoanincreasinglygreatercontribu-
tionoftradeinservicestotheeconomicdevelopmentinalcountries.Theratioofglobal
tradeinservicestoGDProsefrom7.6%to16.2%in2000.Amongthem,theratiooftradein
servicestoGDPwasgrowinginbothadvancedcountriessuchastheG7andinemerging
countriessuchastheBRICS,especialyafter2009,whentheBRICSovertooktheG7inthis
respect.TakingtheratiooftradeinservicestoGDPfor2012forexample,sucharatio
reached12.7%intheBRICSincontrastto11.1%intheG7.
Inthepast,advancedcountrieswerethemainplayersininternationaltradeinserv-
ices.After2000,tradeinservicewasplayingamoreimportantroleintheeconomicdevel-
opmentinemergingcountries.AmongBRICS,theratiooftradeinservicestoGDPwasthe
largestinIndiaandreachednearly20%in2012,almostonparwiththeU.K.,whichrepre-
sentsthehighestlevelintheG7.Inaddition,Russiashowedthemostdrasticchangesin
theratioofservicetradetoGDP,andthisratiosoaredfrom4.6%in2000to16.8%in2012,up
12.2%.During2000and2012,althoughChina,Brazil,andSouthAfricasawincreaseinthis
ratio,thechangewasinsignificantasawhole.
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Asshownintheabovestatistics,theworldeconomyisbecomingincreasingly
servitized,aseconomicgravitybeginstoshifttoserviceindustryinalcountries,hence
displayingalargershareofserviceinnationalGDPs.
2.DevelopmentofTradeinServicesinBRICS
Inrecentyears,tradeinserviceshasbeenrapidlydevelopinginBRICSingeneral.As
Figure7reveals,exceptin2009,thetotalvolumeoftradeinservicesincreasedyearbyyear
androsefrom$165.97bilionin2000to$1,061.1bilionin2012,agrowthof6.3timeswithin
12years.ChinaandIndia,tworisingAsianeconomies,securedanimportantpositionin
worldtradeinservicesintermsofbothexportsandimportsofservices.Amongthe
BRICS,Chinahadthelargestscaleoftradeinservices,anditstotalvolumeoftradein-
creasedfrom66.46bilionin2000to$472.63bilionin2012,anincreaseof6.1times,account-
ingfor45%ofthetotalofBRICS.ThetotalvolumeoftradeinservicesinIndiawas$35.87
bilionin2000andincreasedto$269.38bilionin2012,anincreaseof6.5times,makingIndia
acountrywiththefastestgrowthintradeinservicesamongBRICS.
Alongwiththeexpansionoftheservicetrade,theratioofBRICS・tradeinservicesto
theworldtotalalsorosefrom5.8%in2001to12.2%in2012,anincreaseof6.4%.In20012012,
theglobalmarketshareofChinarosefrom2.2%in2000to5.4%in2012.TheshareofIndia,
Russia,andBrazilintheworldservicemarketwasalsoclimbing,withonlySouthAfrica,
withoutchanges,representinganexception.
However,thedevelopmentoftradeinservicesfluctuatedsignificantlyregarding
growthinthetotaltradeinservicesinBRICS,exhibitingadownwardtendencysince
worldeconomiccrisis.Startingfrom 2001,tradeinservicesacceleratedinBRICSand
reachedapeakvalueof33.4%in2004.From 2005to2009,thedevelopmentoftradein
servicesinBRICSsloweddownanddroppedtoaminimumvalueof－9.3%in2009.In2010,
TheRiseoftheBRICSanditsDevelopmentoftheServiceTrade 15
Figure7 TransitionofBRICS・TotalVolume,GrowthRate,andGlobalMarket
ShareofTradeinServices
（Unit:$milion,%）
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becauseofthegraveimpactoftheworldfinancialcrisis,althoughtradeinservicesrecov-
eredsooninBRICS,anditsgrowthreturnedto26.2%,adeclineingrowthfolowedinthe
folowingtwoyears,falingfrom15.2%in2011to9.4%in2012.
AccordingtoUNCTADdata,from1994to2011,tradeinservicesoftheworldgrewat
anannualaveragespeedof8.2%,whiletheaveragegrowthratesofIndia,China,Russia,
Brazil,andSouthAfricawere18.7%,16.2%,11.0%,12.6%,and8.3%respectively,alabovethe
worldaveragelevel.Enteringthe21stcentury,thegrowthoftradeinservicesinBRICS
furthergainedspeed,especialyIndiaandChinawhosegrowthreached25%and20%,re-
spectively,asof2002.Withregardtoimportsandexportsofservices,from1994to2011,
IndiarankedNo.1ingrowthinimportsandexportsofservices,anditsaveragegrowthhit
20.2%and17.4%,respectively.ChinarankedNo.2,withitsaveragegrowthinimportsand
exportsbeing17.1%and15.2%,closelynexttoIndia.RussiaandBrazilwereslowerthan
ChinaandIndiaintermsofgrowthrates.Russia,withagrowthofabout10%,wasslightly
slowerthanBrazil,andSouthAfricawitnessedtheslowestgrowthonaverage,lessthan
9%.
Basedontheaboveanalysis,from2000to2012,tradeinservicesinBRICSwasgener-
alyontherisedespiteaslightyear-by-yeardecreaseoftheservicetradevolumeinal
countriesin2009duetotheimpactoftheworldfinancialcrisis.Amongthem,thetotal
volumeoftradeinservicesofChinacontinualyrankedfirst,folowedinturnbyIndia,
Russia,Brazil,andSouthAfrica,witharelativelysmalscaleoftradeinservices.Fromthe
perspectiveofagrowingtrendoftradeinservices,theperformanceofIndiawasthemost
striking,representingatendencyofcatchingupwithandevenoutstrippingChina,aten-
dencytalyingwithitsrobustandrapideconomicdevelopmentduringthistimespan.
China,India,andBrazilfolowedinturn,withRussiaaloneregisteringarelativelyslow
growthintradeinservices.
Ifviewedfromimportsandexports,from2000to2012,thetotalexportsofBRICSrose
from$71.42bilionto$446.82bilion,anincreaseof5.3times.However,theaddedvalueof
importsofservicesurpassedexportsofserviceinBRICSinthesameperiod,andBRICS
importssoaredfrom$94.55bilionto$614.27bilion,up5.5times.
Thebalancebetweentotalexportsandimportsornetexportscanindicatethenet
incomeofacountryorregionfrominternationaltrade.AccordingtoFigure8,from2000
to2012,becauseofyearsofimportsurpluses,tradeinservicesinBRICS,exceptinIndia,
hadbeensufferingdeficits.ThetotalservicetradedeficitintheBRICSblocincreasedfrom
$23.13bilionin2000to$167.45bilionin2012.Moreover,startingfrom 2007,theservice
tradedeficithadbeenincreasingyearbyyearinBRICS,atarateabovethatofyears
preceding2007.
Tosumup,thedevelopmentoftradeinservicesinBRICSsharedcommonproblems
suchaslatestarts,weakfoundations,andimperfectdevelopmentconditions.Astheworld
economicstructuregradualyimprovedandupgraded,tradeinservicesweighedmore
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heavilyineachnationaleconomy.Duringthistimeframe,BRICSachievedmarkedresults
inthedevelopmentoftradeinservices.Morespecificaly,thegrowthofitstradescale
annualyaccelerated,anditscontributiontotheglobalservicetradeconstantlyincreased.
However,amongtheBRICSeconomies,thescaleoftradeinservicesandgrowthrates
manifestedlargegaps,witheachcountrydisplayingitsowncharacteristics.
IV. AnalyzingBRICS・ServiceExportStructuresandWorldMarketShares
Owningtotheimbalancedeconomicdevelopmentanddifferencesinendowmentin
resources,serviceexportstructureswidelydifferamongBRICS.Therefore,themost
immediateindicatorformeasuringthetradeservicescaleofdifferentsectorsisa・quan-
tum.・Asector・stradescaleisdirectlyexpressedastheshareofexportofsuchservicesof
acountryintheworldmarket,namelyitsworldmarketshare,whichdeterminestheposi-
tionofsuchacountryintheworldmarket.Calculatingthesharesofdifferentservice
productsintheglobalmarketcanenablebothamacrocommandoftheservicetrade
structureofBRICSandameasurementofthestatusofdifferentsectorsofBRICSinthe
globalservicemarket.
Basedontheabovethinking,asFigure9shows,amongBRICS,Chinahadthelargest
shareintheexportmarket,reaching4.3%in2012,up2.3%over2.0%in2000.Indiawasinthe
secondplace.Itsshareintheexportmarketrosefrom1.1%to3.1%during2000and2012,
demonstratingasoaringtrendafter2003.ComparedwithChinaandIndia,Russiaand
Brazilexperiencedslowergrowthintheirexportmarketshares.AmongBRICS,South
Africahadthesmalestmarketshareofserviceproducts,furtherexhibitingadownward
trendafter2003.
Fromtheaboveanalysis,from2000to2012,theBRICS・tradeinservicesmaintaineda
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Figure8 TransitionofImportsandExportsofTradeinServicesandTradeBalanceinBRICS
（Unit:$milion）
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highgrowthonaverageonawhole,sodiditsworldmarketshare.BRICShadseizeda
largeshareintheworldmarketoftradeinservices,andChina,India,andRussiahad
developedcompetitiveadvantagesinthistrade.
Meanwhile,BRICS・shareoftradeinservicesintheworldmarketwasstilquitesmal
andlaggedfarbehinddevelopedcountries.BRICS,asanintegratedcolective,hadastand-
ingintheworldmarketintermsofservicetrade.However,ifviewedfromdifferentsec-
torsofdifferentcountries,thedevelopmentoftradeinservicesinBRICSwasstil
characterizedbyanoveralimbalanceandindividualdifferences.
1.Brazil・sserviceexportstructure
After2000,Brazil・sexportofservicescontinuedtoincreaseandreached$39.86bilion
in2012,4.2timesgreaterthanthefigurein2000,takingup0.9%oftheworldtotal.
Brazil・sexportofserviceslargelyfelintootherbusinessservices,travel,andtransport.In
2012,theexportsoftheabovethreesectorsaccountedfor83.6%ofitstotal.
Regardingtheworldmarketshare,asFigure10shows,Brazil,asthelargestcountryin
SouthAmerica,haddevelopedacertainexportscaleingovernmentservices.Itsshareof
otherbusinessserviceswasrelativelylargeandreached1.9%in2012,andBrazil・sexportof
finance,communications,transport,travel,andotherserviceshadalsowonaplaceinthe
worldmarket.Itsleadingadvantagesintransportequipmentandelectronicgoodshad
beentransformedtotradeinrelevantservices,whileitsworldmarketshareofcomputers,
informationservice,andconstructionwasquitesmal,lackingdistinctivecompetitive
advantages.ThiscouldbeansweredbyBrazil・spracticalnationalconditions.Brazil
bannedtheexportofsoftwareandhardwareinthe1980stopromoteitsdomesticcomputer
development,whichhinderedthedevelopmentofitscomputerandinformationservices.
OnlyafterthisbarrierwasremoveddidBrazilachievedevelopmentinthecomputerand
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Figure9 TransitionofBRICS・ShareinGlobalServiceExports
（Unit:%）
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informationsector.
2.India・sserviceexportstructure
After2000,Indiaalsoregisteredcontinuousgrowthinitsscaleofserviceexports.In
2012,itsexportsreached$141.21bilion,anincreaseof7.5timesover2000,accountingfor
3.2%oftheworldtotal.Focusingonotherbusinessservices,travel,andtransport,India・s
exportofserviceshaditslargestshareinthecomputerandinformationsector.In2012,the
exportoftheabovefoursectorsreached90%ofitstotal.
AsshowninFigure11,after2000,Indiarecordedacceleratedgrowthofexportsinthe
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Figure10 TransitionofBrazil・ShareinGlobalServiceExports
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Figure11 TransitionofIndia・ShareinGlobalServiceExports
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computerandinformationsectorandmaintainedalargeworldmarketshare,reaching
18.0%in2012,closetoapeakvalueof18.5%in2010.Inaddition,after2006,India・sworld
marketshareofcommunicationsservices,along-standingadvantageoussector,keptde-
clining,falingtomerely1.5%in2012,onlyhalfofthepeakvaluein2006.Thereasons
behindthisincludetheemergenceoffiercecompetitionintheglobalinformationservice
market,withacontinuousentryofemergingeconomiesintothismarket.Thisledto
ever-decreasingshareofIndiaintheworldinformationservicemarket. Meantime,
India・sshares,intheworldmarket,offinance,culture,entertainment,andinsuranceserv-
iceswereontheriseingeneral,despiteadecreaseinrecentyears.ThisshowsthatIndia
wasincubatingneweconomicactivitiesandnewgrowthpointsoftheservicetrade,result-
ingfrompromotionalmeasures,attractingforeigninvestmentandbuildingfinancialcen-
ters.Indiaobtainedacertainshareofcommunicationsandtravelintheworldmarket;
however,ithadaweakexportcapacityinconstructionandroyaltiesandlicensefees.
3.Russia・sserviceexportstructure
After2000,Russia・sscaleofserviceexportexpandedfrom$9.76bilionin2000to$59.17
bilionin2012,anincreaseof5.1times,anditsshareintheworldmarketalsorosefrom0.6%
to1.3%.SimilartoBrazilandIndia,Russia・sexportofservicesmainlyfelintootherbusi-
nessservices,travel,andtransportaswel.In2012,theexportoftheabovethreesectors
tookupnearly80%ofitstotal.
BycomparingtheworldsharesofdifferentservicesectorsofRussia,wecanseethat
Russiahadarelativelylargermarketshareinsectorswithheavyindustrybasis,suchas
construction,transport,andcommunications,otherthanincapital-intensiveandemerging
sectorssuchasfinance,insurance,computer,andinformationservices.Thisreveals
Russia・simbalancedserviceexportstructure,anditsuggeststhatalargershareinsectors
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Figure12 TransitionofRussia・ShareinGlobalServiceExports
（Unit:%）
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withoutcoretechnologies（suchasconstructionandtransport）isnotfavorableforthe
long-rundevelopmentoftradeinservices.AstheRussianeconomydevelopedandpeo-
ple・slivingstandardsimproved,outboundtravelgrewinRussia;however,inboundtravel
failedtogrowaccordingly.Thereasonsincludestrainedinfrastructures,limitedhospital-
itycapabilities,insufficientnationalinputsfortravel,highvisaexpenses,andbureaucratic
entryprocedures.Apartfromtheseconstraints,thedomesticenvironmentofRussiawas
alsoamajorreasonforrestrictingitstravelmarketdevelopment.
4.SouthAfrica・sserviceexportstructure
ComparedwiththatforBrazil,India,andRussia,theexportofserviceswasrelatively
smalforSouthAfrica,aswelasitsworldmarketshare.After2000,theexpansionof
exportofservicesinSouthAfricatookoncharacteristicssignificantlydifferentfromthose
oftheabovethreecountries.SouthAfricaincreaseditsexports,butstilmaintaineda
relativelystableleveloftheworldmarketshare.From 2000to2012,thetotalexportof
servicesofSouthAfricarosefrom$5.05bilionto$15.15bilion,orthescalewastripped;
however,itsworldmarketsharestabilizedatjust0.3%.
SouthAfricadidacquirealargemarketshareintravel,acharacteristicsector.Boast-
ingrichtravelresourcesandastandardizedtravelmarket,SouthAfricawashighlycom-
petitiveintravelandhadalargeshareoffinanceandinsuranceservicesintheworld
market,withgreatpotentialandpromisingmarketinthesesectors.Itswel-regulated
bankingsectorattractedforeignbanksandinvestors.SouthAfricanbankstookaleadin
systemsofe-banking,automaticpre-payments,taxationmanagement,andanti-fraud
measures.SouthAfricanAirwaysbecamethelargestcommercialaviationcorporationin
Africa,andthefreight-handlingcapacityofOliverTamboInternationalAirportranksas
thefirstinAfrica.ThesedevelopmentshelpexplainSouthAfrica・slargeshareoftransport
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Figure13 TransitionofSouthAfrica・sShareinGlobalServiceExports
（Unit:%）
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intheworldmarket.However,SouthAfricahasasmalershareofconstruction,royalties,
andlicensefeesintheworldmarket,andasofyet,ithasnoexportcapacityinthesesec-
tors.
5.China・sserviceexportstructure
China・sexportsofservicesdramaticalyexpandedafter2000,anditsexportsreached
$191.43bilionin2012,anincreaseof5.3timesover2000,falingbelowthefigureofthesame
periodforIndia.China・sworldmarketshareofserviceexportsrosefrom2.0%in2000to
4.3%in2012,representingthehighestshareamongBRICS.SimilartootherBRICS,
China・sexportsofservicesconcentratedinotherbusinessservices,travel,andtransport.
In2012,theexportsoftheabovefoursectorsrepresented80%ofitstotal.
AswecanseefromFigure14,Chinahadarelativelylargeshareoftransport,travel,
construction,andcomputerandinformationservicesintheworldmarket,whichwasan
importantguaranteeforconsolidatingitscomprehensiveadvantageintradeinservices.
Furthermore,Chinaalsohadalargemarketshareofotherbusinessservices,enablinga
robustgrowingforceforitstradeinservices.Meanwhile,althoughChinashowedarela-
tivelystrongcompetitivenessintraditionalsectors,animbalancewasnoticedbetweenits
sectors.Forexample,China・sworldshareoffinance,insurance,androyaltiesandlicense
feeswasconstantlyrising;however,theexportoftheseserviceslackedapparentcompeti-
tiveadvantages.
FromacomparisonoftheglobalmarketsharesofdifferentservicesectorsofBRICS,
wefoundthattheexportstructureofBRICSdisplayedthefolowingcharacteristics:
① BRICSshowedarapidgrowingtrendinalservicetradesectors,anditsexport
structurewasalsointheprocessofacceleratedadjustment.Simultaneously,theservice
exportsofdifferentsectorsalsowentthroughchangesalongwiththeoveraleconomic
TheRiseoftheBRICSanditsDevelopmentoftheServiceTrade22
Figure14 TransitionofChina・sShareinGlobalServiceExports
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developmenttrendandwidefluctuations,whichalsovalidatedeconomictransitivity.
② BRICScountrieshavedifferentadvantagesinthefieldofservicetrade.Indiahad
developedinitialadvantagesinthecommunicationsandcomputerandinformationsec-
tors;Chinainconstructionandotherbusinessservices;Russiaintransport;andSouth
Africaintravel.ThiscanalsoilustratethatthecompetitionwithinBRICSwasnotsimply
low-endcompetitionbutdemonstrateddiversityandcomplementarycharacteristics.Re-
gardingtradeinproductiveservices,Russia・scompetitivenesswasmainlyfoundintrans-
port,construction,andothertraditionalservicesectors;andBrazilandSouthAfricawere
morecompetitiveinmodernproductiveservices.Despiteweakcompetitivenessinmost
knowledge/technology-intensiveproductiveservices,thesecountriespresentedfavorable
developmenttrendsandconstantimprovementinservicetradestructuresaswelasfast-
growingcompetitivenessinsomemodernproductiveservices.
③ Judgedfrom theexporttendenciesofvariousservicetradesectors,Chinaand
Russia・sexportsmostlyincludedtransport,travelandothertraditionallabor/resources-
intensivesectors,atendencycontrarytothecurrentworldtrend.Comparativelyspeak-
ing,theexportsofservicesofIndiaandSouthAfricafeaturedafairdistributionof
computer,information,financeandinsurance,alknownashighvalue-addedandknowl-
edge/technology-intensivesectors,whichwasinconformitywiththecurrentdevelopment
trendintheworld.
④ Asalargeemergingeconomy,Chinadidnotmanifest・qualitative・advantagesin
proportiontoitsincreaseinexportofservice,andtheBRICSeconomiesdidnotdiscover
anysectorwithspecialadvantageswithinthem.Modernservices,especialycomputerand
information,finance,insurance,royaltiesandlicensefees,arefoundinthehighvalue-
addedandemergingsectors,andtheorientationofpolicieswilproduceagreatimpacton
theexportsofsuchservices.
Whereastheprecedingpagesinvestigatedthetradevolumeofdifferentserviceindus-
triesandtheirstatusesintheinternationalmarket,thischaptermeasuresandcompares
the・quality・ofthetradeinservicesofBRICS,specificalytheirinternationalcompetitive-
ness.
Balassa・sRCAindexiswidelyusedinacademiaformeasuringtheinternationalcom-
petitivenessofdifferentindustries,anditsbasicideaistorevealacountry・scomparative
tradeadvantageusingexports.Thisindexcanaccuratelyreflectthecomparativeadvan-
tagesandchangesofinter-industrytradeaswelasrevealchangesininter-industrytrade
patternovertime.Yetitprovidesverylimitedinformationonchangesinintra-industry
tradepatterns.Inthecurrentcontextofconstantgrowingintra-industrytradeinservices,
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V.MeasuringandComparingInternationalCompetitivenessofVarious
TradeServiceIndustrieswithinBRICScountries
thisblindspotnecessitatesconductingafurtheranalysisofthecomparativeadvantages
andpatternsofintra-industrytradeinservices.Therefore,thispaperconsiderssubstitut-
ingBalassa・sRCAindexwiththeLafayindex.AstheLafayindexcomprisesbothexport
andimportdata,itcanreflectthecomparativeadvantagesofdifferentservicetradeindus-
triesaswelasintra-industrytradeflowsofeachindustryineachcountry.ALafayindex
isgeneralyexpressedas:
Here,xjstandsfortheworldexportofNo.jserviceindustryofacountry,mj,forthe
importsofservicesofsuchindustry,andNstandsforthetotalnumberofservicetrade
industries.
WecanseefromtheLafayindex・sstructurethattheterminthebracketistheextent
ofdeviationofthetradecompetitionindex
xj・mj
xj・mj
ofserviceindustryjfromthecumula-
tivecompetitionindex
・
N
j・1
・xj・mj・
・
N
j・1
・xj・mj・
ofvariousserviceindustriesmultipliedbytheratio
xj・mj
・
N
j・1
・xj・mj・
ofjindustry・stradeinservicestothecountry・stotal.Therefore,aLafay
indexgivesexpressiontotheinternationalcompetitivenessofservicetradeindustryjof
eachcountry,butsummarizestheweightofindustryjinthetotaltradeinservices.The
highertheweight,thehighertheabsolutevalueoftheLafayindexbecomes.Another
importantpropertyoftheLafayindexisitsabilitytoindicatetheintra-industrytrade
levelofserviceindustryjofaspecificcountry.ApositiveLafayindexshowsthatthesaid
countrypossessesprofessionaladvantagesintradingsuchservices,andahigherLafay
indexindicatesahigherprofessionallevelforsuchserviceindustryandgreatercontri-
butionfrom ittothebalanceoftradeinservices.Ontheotherhand,anegativeLafay
indexmeansthatsuchaserviceindustryisdependentonimports.Inshort,thecloserthe
Lafayindexcomestohavingazerovalue,thehighertheintra-industrytradelevelofthe
serviceindustry,andthefartherthedeviationoftheindexfromzerovalue,whetherposi-
tiveornegative,thelowertheindustry・sintra-industrytradelevel.Inaddition,thestruc-
tureofthisindeximpliesthattheLafayindexoftradeinservicesforaspecificindustry
canbeeitherpositiveornegative,butthesumtotalofLafayindicesofalserviceindus-
triesalwaysequalszeroinanyyear.
Thischapterprovidesananalysisof11serviceindustriesoftheBRICS,namelytrans-
port;travel;communications;construction;insurance;financialservices;computersand
informationservices;royaltiesandlicensefees;otherbusinessservices;personal,cultural,
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andrecreationalservices;andgovernmentservicesbasedonUNTCADdata20002012.
1.Transportservices
Russiahaslongenjoyedstrongcompetitivenessinthetradeoftransportservices;its
Lafayindexhadbeenpositivefor13yearsfrom 2000to2012,averagingashighas9.3.
Despitelargefluctuationsandadecliningtendencyintheseyears,thisindexvaluetopped
alserviceindustriesnotjustforRussiabutforalBRICSaswel.Inaddition,Russia・s
tradeintransportserviceshadexperiencedsurplusesforal13years,withtheirvalue
reachingU.S.$2.59bilionin2012.ThisshowsthatRussia・stransportserviceindustryhas
relativelystrongexportcapacityanditsintra-industrytradelevelislow,andthecurveof
theLafayindex・sdistancefrom0isplottedinFigure15.
UnlikeRussia,during20002012,theotherfourcountriesalrecordednegativeLafay
indices,whichindicatetheirdependenceonimports,theirlargetradedeficitsinservices,
andtheirapparentcompetitiveweaknesscomparedwithRussia.After2007,India・sLafay
indexwasnotonlythelowestamongBRICSbutalsothelowestoutofalitsserviceindus-
tries.ThiscorroboratestheobservationthattransporthadbecomeIndia・slargestbottle-
neckinthedevelopmentofitstradeinservices.AsforSouthAfrica,transportwasalsoits
disadvantageousindustry,anditsLafayindexhadalsobeenthelowestoutofitsservice
industries,mirroringitslargetradedeficitintransportservicesanditsapparentcompeti-
tiveweakness.China・ssituationwassimilartothatofBrazil.Afterexperiencingarise
before2008,itwasexperiencinganoveraldecline.
2.Travelservices
AsshowninFigure16,SouthAfrica・sLafayindexfortravelwasthehighestamong
theBRICScountries.Regardlessofamilddeclineafter2006,theindexquicklyregainedits
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Figure15 TransitionofBRICS・Lafayindicesforthetransportservicesindustry
Source:UNCTADDatabase.
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peakvalueof21.4in2012,stilthehighestamongalBRICS・serviceindustries.Thisisalso
consistentwiththeanalysisabovethatSouthAfrica・stravelindustryhasenjoyedan
absoluteadvantageintradeinservices.Boastingstrongcompetivenessintravel,South
Africa・stradeintravelserviceshasgeneratedsurplusforyears,reaching$5.93bilionin
2012,atenfoldincreaseoverthe2000value.Figure16showsthattheLafayindex・scurve
deviatesfarfromthe0value,reflectingthelowintra-industrytradelevel.
TheLafayindexofChina・stravelserviceindustrydemonstratedadecliningtendency
during20002012andbecamenegativeparticularlyafter2009,indicatingachangein
China・stravelindustryfromdependenceonexportstodependenceonimports,andagrad-
ualloweringofitsintra-industrytradelevel.Inthesameperiod,Brazil・sLafayindexfor
itstravelserviceindustryexperiencedsimilarchangesasChina・s,namelyagradualde-
clineafter2004andachangetonegativeafter2007.IncontrastwithChinaandBrazil,
IndiaexperiencedariseinitsLafayindexafter2008,astravelisamajorexport-oriented
serviceindustry.AmongtheBRICS,Russia・stravelindustryrecordedthelowestLafay
index,whichhasbeenalargenegativenumber.ThisshowsthatRussia・simperfectup-
stream anddownstream chainofitstravelindustryresultedinitsrelativelylowintra-
industrytradelevel.
3.Communicationsservices
Thecommunicationsservicesindustry,anemergingtechnology-intensiveindustry,is
closelyboundupwithpeople・sdailylivesandplaysanimportantroleinmanufacturing.
However,BRICSdidnotdemonstratestrongcompetivenessinthisfield,withtheLafay
indexofthe5countriesgeneralydroppingduring20002012andbasicalystayingat±0.5
especialyafter2008.Duringthatperiod,theLafayindicesofBrazil,China,andIndia
basicalyremainedpositive.Ofthesethree,BrazilregisteredthehighestLafayindexsince
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Figure16 TransitionofBRICS・Lafayindicesforthetravelservicesindustry
Source:UNCTADDatabase.
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communicationsservices,animportantdrivingforceofdomesticdevelopmentintradein
services,developedcomparativeadvantagesthere.TheLafayindexbecamenegativein
SouthAfricaandRussiain2009and2011,respectively.ThisrevealsthatBRICShadno
apparentcomparativeadvantage,butcertainweaknessinthetradeinservicesinthe
communicationssector,whichwasdominatedbyintra-industrytrade.
4.Constructionservices
BasedontheresultsshowninFigure18,BRICS・overalcompetitivenesswaslowinthe
constructionservicesindustry,andtheLafayindicesofalcountriesvariedbetween－2
and＋3,slightlybetterthanthevaluesforthecommunicationserviceindustry.Among
theBRICS,Chinademonstratedstrongcompetitivenessinthisfield.ItsLafayindexcon-
tinuedtorisefrom2000to2012,withtheexceptionofsmaldeclinesonseveraloccasions,
toreachapeakvalueof3.3in2011,leavingtheotherfourcountriesfarbehind.Meanwhile,
China・sstronginternationalcompetitivenessinconstructionservicesresultedinalong-
standingsurplus,whichreached$8.63bilionin2012,thehighestamongBRICS.Wecansee
thattheLafayindexcurvedepictedinFigure18deviatesfarfromthe0value,indicating
thatChina・stradeinconstructionservicesisdominatedbyintra-industrytrade.Moreover,
RussiaexperiencedthelargestswingstotheLafayindicesinthefieldofconstruction
services.Itsindexwasnegativebefore2009andwhileitbecamepositiveafterthisyear,it
neverreachedabove＋1.TheconstructionserviceindustryLafayindiceshoveredaround
zeroinIndia,Brazil,andSouthAfrica.Thistrendrevealstheindustry・srelativelysmal
ratioofnetortotalvalueofimportsandexportstothenetortotalofalserviceindustries
inthesethreecountries,coupledwithlackofapparentcomparativeadvantagesanddomi-
nanceofintra-industrytrade.
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Figure17 TransitionofBRICS・Lafayindicesforthecommunicationsservicesindustry
Source:UNCTADDatabase.
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5.Insuranceservices
Inkeepingwithdevelopmentsinmodernsocialproductivity,newserviceindustries
haveemergedanddevelopedtomeetpeople・sever-changingdemands.Theinsurance
servicesindustry,onesuchemergingserviceindustry,ismarkedbyhighhumancapital
content,technicalcontent,andaddedvalue.Becauseofitshigheconomicvalueadded
（EVA）,lowdependencyonresources,andlowpolutiontoenvironment,emergingservice
industrieshavebecometheinevitablechoiceforcountriesseekingtoachievesustainable
development.
Yet,asshowninFigure19,theinsuranceserviceindustrydidnotenjoyanadvantage
inBRICS,andtheirLafaxindiceswerealnegative,indicatingthattheirinsuranceindus-
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Figure18 TransitionofBRICS・Lafayindicesfortheconstructionservicesindustry
Source:UNCTADDatabase.
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Figure19 TransitionofBRICS・Lafayindicesfortheinsuranceservicesindustry
Source:UNCTADDatabase.
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triesdidnotpossesscompetitiveadvantages,butweredependentonimports.Russia
registeredthehighestLafaxindex,butitmerelyreachedanaverageof－0.5duringthe
20002012period.Inthesameperiod,theinsuranceindustryLafayindicesforBraziland
SouthAfricafluctuatedwidely,withBrazil・scompetitivenessrisingafter2009butSouth
Africa・sdecliningafter2010.Unliketheabove-mentionedthreecountries,Indiaregistered
stableLafayindex（・－2・to・－1・）inthisindustryforal13years,experiencinginsignifi-
cantchanges.InaltheBRICS,China・sinsuranceindustryLafayindexwasthelowest,but
eventhisshowedariseafter2006toreachedapeakvalueof－2.7in2012.Thisalsovali-
datesthattheinsuranceserviceindustryisadisadvantagedservicetradeindustryin
Chinawhoseinsuranceservicesaremainlydependentonimports;hence,thesector・slong-
termtradedeficit,whichreached$17.27bilionin2012,thehighestamongtheBRICS.
6.Financialservices
Asanemergingindustry,thefinancialserviceindustryisasimportantasinsurance
servicesinBRICS・economies.AmongtheBRICS,SouthAfricahasawel-regulatedbank-
ingsectorandleadstheworldine-banking,pre-pay,taxation,andanti-fraudsystems.
Overthepastdozenyears,manyforeignbanksandinvestorsrushedtoSouthAfricafor
businesspurposes,makingitsfinancialserviceindustryitssecondlargestindustry,behind
onlytravelwithrespecttotradeinservices.ThiscanbeevidencedbychangesinitsLafay
index.During20012012,SouthAfrica・sLafayindexforitsfinancialservicesindustrywas
positive,risingto2.6from1.8,thehighestamongtheBRICS.Figure20alsoshowsthatthe
LafayindexofBrazil・sfinancialservicesindustryturnedpositiveafter2004andcontinued
itsupwardtrajectory,reaching1.9in2012.ComparedwithSouthAfricaandBrazil,Russia
andChinaalsorecordedgrowingcompetitivenessinfinancialservices,withtheirLafay
indicesbecomingpositivein2009and2010,respectively,andcontinuingtogrow.This
TheRiseoftheBRICSanditsDevelopmentoftheServiceTrade 29
Figure20 TransitionofBRICS・Lafayindicesforthefinancialservicesindustry
Source:UNCTADDatabase.
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indicatesthatChinaandRussia・scompetitivenessisgrowinginthefinancialservices
industry.Moreover,inthefieldoffinancialservices,onlyIndiareportedanegativeLafay
indexduringthese13years,butexhibitedamildriseafterundergoingacontinuousde-
clineduring20082011.Overal,alBRICScountriesareincreasingtheircompetivenessin
financialservices,whichisknownasanemergingindustry.
TheaboveanalysisrevealsthatSouthAfricaandBrazilhaveapparentcomparative
advantagesinthefinancialservicesindustry,andtheirLafayindicessignificantlydevi-
atedfrom 0,suggestinglowerintra-industrytradelevelsandthedominanceofinter-
industrytradeinbothcountries.Theotherthreecountrieshadrelativelyhigherintra-
industrytradelevels.
7.ComputerandInformationServices
Computerandinformationservices,anadvantageindustryforIndia,hasmanifested
stronginternationalcompetitiveness.Indiahasgrownintotheworld・slargestsoftware
outsourceeandtheworld・ssecondlargestsoftwareexporter,nexttoonlytheU.S.,andits
ITindustryhadbecomeitsfastestgrowingindustryoverthepast10years.AsFigure21
shows,itsLafayindexroseto15.8in2012from10.6in2000,up5.2percent.Furthermore,
itsLafayindexfolowedatendencyawayfromzero,indicatingitsveryhighinter-industry
leveloftradeincomputerandinformationservices.From2000to2012,Indiahasenjoyed
asurplusinitsbalanceoftradeincomputerandinformationservices,whichreacheda
peakof$44.83bilionin2012.ThecomputerandinformationservicesLafayindiceswere
alsopositiveinChina,Russia,andSouthAfricabutverylow,revealingthesecountries・
weakcomparativeadvantageinthissector.Amongthem,onlyChinaregisteredacontinu-
ousincreaseinitsLafayindexasof2003,achievingariseto3.0in2012from0.2in2003,up
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Figure21 TransitionofBRICS・Lafayindicesforthecomputerandinformation
servicesindustry
Source:UNCTADDatabase.
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2.8percent.During20002012,onlyBrazilregisteredanegativeLafayindexforthe
period・sduration,indicatingthatBrazillackscomparativeadvantageinthissectorandis
dependentonimports.
8.Intellectualpropertyserviceroyaltiesandlicensefees
Inthewakeoftheknowledgeeconomy・srapiddevelopment,intelectualproperty
servicesconcerningroyaltiesandlicensefeesisbecomingincreasinglyprominentininter-
nationaltrade.Thefieldofintelectualpropertyserviceshasbecomeanimportantpartof
internationaltradeaswelasgradualybecominganimportantsourceofcompetitionin
developedcountries.
However,asFigure22shows,the5BRICScountrieshaverecordednegativeLafay
indicesofintelectualpropertyservicesconcerningroyaltiesandlicensefeessince2000.
ThoughIndiahaspushedaheadoftheotherfourBRICScountriesinthissector,itsvalue
hasnonethelesshoveredbetween－1and0,aswelasexperiencedanoveraldownturn
since2005.OutoftheotherfourBRICScountries,after2000,Russiasawacontinuous
declineinitsLafayindex,incontrasttoBrazil・scontinuousLafayindexincreases.Unlike
inRussiaandBrazil,China・sLafayindexedgedupafter2009thoughitremainedbasicaly
between－3.5and－2.5after2002.Inthissector,SouthAfrica・sLafayindexwasthelowest
amongthefivecountriesandexperiencedalineardecreaseafter2000.
Accordingtotheaboveanalysis,BRICSareinanapparentinferiorpositioninthe
sectorofintelectualpropertyservicesconcerningroyaltiesandlicensefee,andaremainly
dependentonimports.Thishasaclosebearingonthesubstantialinvestmentinmanufac-
turinginBRICSbydevelopedcountries,sincethein-flowofinvestmentinmanufacturing
wilsurelyraisedemandsforintelectualpropertyservicesconcerningroyaltiesandli-
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Figure22 TransitionofBRICS・Lafayindicesforintelectualpropertyservices
concerningroyaltiesandlicensefees
Source:UNCTADDatabase.
1.00
0.00
－1.00
－2.00
－3.00
－4.00
－5.00
－6.00
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
censefees,asevidencedbythetradedeficitofBRICSinthissector.In2012,BRICSre-
portedatotaltradedeficitof$32.46bilioninthissector.Stil,BRICS・dependenceon
importsinthissectorleftthemhighlyvulnerabletofluctuationsintheworldeconomy,as
expressedbyviolentchangesintheirLafayindexcurves.ALafayindexcurveawayfrom
0indicatesthatBRICS・inter-industrytradeasarelevantsector.ForChinaandBrazil,
thoughtheirLafayindicesforintelectualservicesconcerningroyaltiesandlicensefees
werenegative,arisingtendencycouldneverthelessbeobserved,suggestingtheirgreat
potentialinthissector.Inparticular,thedevelopmentofroyaltiesandlicensefees,an
importantknowledge/technology-intensiveservicesindustry,wilsurelydrivecoordinat-
eddevelopmentofotherindustries,thushelpingpromoteimprovementsintheoveral
competitivenessofbothcountriesintradeinservices.
9.Otherbusinessservices
Intermsoftradeinservices,alBRICSmanifestedrelativelyhighLafayindicesfor
otherbusinessservices,indicatingtheirstrongercomparativeadvantageinthissector.In
themeantime,BRICScountriesfiercelycompetedinthissector,asitisanadvantageserv-
iceindustryforthem.IntermsofLafayindexvalue,Brazilhadthehighestamongthe
BRICS,averaging8.1during20002012,atestimonytoitsapparentcomparativeadvantage
inthissector.Besides,itsvalueawayfrom0showsthatthisindustryfeaturesalowintra-
industrytradelevel,insteadbeingpredominantlyaninter-industrytrade.Chinaranked
secondamongBRICSwithanaverageLafayindexof6.0during20002012.After2008,
China・sLafayindexcontinuouslyrosetoovertakethatofBrazil,reaching9.2in2012.
During20002012,Russia・sLafayindex,despitebeinglow,becamepositiveandexhibited
acontinuousrisein2003.In2012,itoutstrippedIndia・storeach4.5.AmongtheBRICS,
IndiaandSouthAfricawitnessedwidefluctuationsintheirLafayindices.India・sLafay
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Figure23 TransitionofBRICS・Lafayindicesforotherbusinessservices
Source:UNCTADDatabase.
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indexshowedarisingtrendpriorto2008,thenexperiencedadropbeforeedgingupagain
asof2011.SouthAfrica・sLafayindiceswerebasicalyalnegativeafter2003,exhibitinga
distinctdecliningtrendtoreachtheirnadirvalueof－1.8in2010,beforerisingslightly
againthereafter.
TheaboveanalysisrevealstheimbalanceddistributionwithintheBRICSofcompeti-
tivenessinotherbusinessservices.WefoundthatbothBrazilandChinapossessedcertain
comparativeadvantages,whereasSouthAfricalackedsuchcompetitiveadvantages.
Thereisastrongrelationbetweenthisandthedevelopmentofmanufacturinginthese
countries.Advancedmanufacturingwilsurelyleadtoincreasesinvariousbusinessac-
tivitiesincludingsales,andfurtherpushupexports,asevidencedbytheexperienceof
BrazilandChina.
10.Culturalandrecreationalservices
TheculturalandrecreationalservicesindustryisanotherareainwhichBRICSlack
comparativeadvantages,asindicatedbytheirLafayindexvalues.After2001,onlySouth
Africarecordedalpositivevalues（verylow,albasicalybelow＋0.5）,indicatingitsweak
comparativeadvantageinthissector.China,India,andRussiaregisteredevenlowerLafay
indices,alhoveringaround±0.2.During20002012,BrazilhadalnegativeLafayindices.
However,alongwitheconomicdevelopmentandever-increasingdemandsforcultural
productsandservices,theLafayindexoftheculturalandrecreationalserviceindustry,
thoughverylow,begantoedgeupinIndia,Russia,Brazil,andChina.
However,thedevelopmentoftheculturalandrecreationalindustrywasconstrained
bymanyfactorsduetofeaturessuchasstrongindustrialrelevancyanddrivingeffect.To
becountry-specific,SouthAfricaisblessedwithfavorablegeographicalresources,an
attractivenaturallandscape,richvarietiesofwildlife,andanagreeableclimate;ithas
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Figure24 TransitionofBRICS・Lafayindicesforofculturalandrecreationalservices
Source:UNCTADDatabase.
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becomeapopulartraveldestinationfortouristsworldwide.Thishasalsoprovidedawider
platformforSouthAfrica・stradeincharacteristicculturalandrecreationalservices.For
example,SouthAfrica・shostingofthe2010FIFAWorldCupgavefurtherimpetustothe
developmentofitstravel,cultural,andrecreationalindustries.Asaresult,SouthAfrica
enjoysstrongercomparativeadvantagesinthisfieldthantheotherBRICS.Furthermore,
asshowninFigure24,theLafaycurvesofChina,India,andRussiamanifestedtendencies
ofchangesaround0,reflectingthefactthatthesecountries・tradeinculturaland
creationalservicesismorecharacterizedbyintra-industrytrade.Ontheotherhand,South
AfricaandBrazilhadhigherinter-industrytradelevels.In2012,SouthAfricarealizeda
tradesurplusof$40milioninthissector,incontrasttoBrazil・s$990miliontradedeficit.
11.Governmentservices
Figure25showsthatBRICSdidnotpossessapparentcomparativeadvantagesin
governmentservices,withalrecordinglowLafayindicesofbetween－1and＋1during
20002012.Nevertheless,ifweexaminetheLafayindexcurve,weobservedramatic
changesinthecompetitivenessingovernmentservices.AmongtheBRICS,Chinaexperi-
encedalineardecreasefromapeakvalue0.4in2001.Afterbecomingnegativein2002,it
basicalyhoveredbetween－1and＋1,reaching0.1in2012.India・sLafayindexchanges
basicalyfolowedthesamepatternasChina・s.Itrecordedalineardecreasefromapeak
valueof1.2in2000,thenstabilizedbetween0and－0.2afterbecomingnegativein2004;it
remainedat－0.1in2012.UnlikeChinaandIndia,Brazilsawmorevolatilechanges,with
amaximum of＋0.8andaminimum of－0.5,butshowedariseafter2009,reachingthe
highestrecordedvalueamongtheBRICSof0.2in2012.IncontrastwithBrazil・s,South
Africa・sLafayindex,afterexperiencingacontinuousrisefrom －0.17in2003to＋0.3in
2008,underwentageneraldecline,withtheexceptionofrisesonseveraloccasions,withthe
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Figure25 TransitionofBRICS・Lafayindicesforgovernmentservices
Source:UNCTADDatabase.
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valuestabilizingat0.1in2012.During20012012,Russiarecordednegativevaluesforalits
Lafaxindices,auniqueoutcomeamongtheBRICS.Thisoutcomeshowsthedistinctweak-
nessofRussiainthissector.However,Russia・sLafayindexbegantoclimbafter2009,to
reacha－0.1peakvaluein2012,closetoIndia・slevelthatyear.Therefore,fromanoveral
perspective,BRICScountriesareinapparentinferiorpositionintermsofgovernment
servicesandweakincompetitiveness.Inaddition,withtheexceptionofRussia,BRICS・
tradeingovernmentserviceswascharacterizedbydominanceofintra-industrytradewith
alowinter-industrytradelevel.
BycomparingtheLafayindicesofBRICS・variousservicetradeindustries,wefound
thefolowingcharacteristicsofBRICS・competivenessintradeinservices:
Despitetheirrapideconomicdevelopmentduringtheyearscoveredinourstudy,
BRICScountriesremainbackwardsincompetivenessintermsofdevelopmentofdifferent
servicetradeindustrieswhencomparedwithcountrieshavingadvancedservices.Their
competitivenessintradeinservicescontinuouslyrose.AltheBRICScountries,onthe
basisofkeepingtheirownadvantages,attachedgreaterimportancetosupportingtheir
inferiormodernserviceindustries,withviewsofclosingthedistancewithadvancedcoun-
tries.Inindustry-specificterms,BRICSpossessedcomparativeadvantagesintradein
traditionalservicessuchastravel,transport,construction,andotherbusinessservices,but
lackedcompetivenessininsurance,intelectualpropertyservicesconcerningroyaltiesand
licensefees,andcultural,recreational,andothermodernservices.Specificaly,intermsof
tradeinservices,Chinaenjoysanadvantageintheservicesectorsofconstructionand
otherbusinessservices;Indiahasstrongercompetitivenessincomputerandinformation
servicesandintelectualpropertyservicesconcerningroyaltiesandlicensefees;Russiais
mostcompetitiveintransport;Brazil・senjoysthemostcompetitiveadvantageincommu-
nicationsandinsuranceservices;whileSouthAfrica・smostcompetitivelyadvantageous
industriesaretravel,culturalandrecreationalservices,andfinancialservices.
Insummary,aninvestigationofglobalmarketsharefordifferentserviceindustries
andtheoveraldevelopmentscaleofBRICSintradeinservices,aswelasacomparisonof
theexport・volume・ofservicesbyeachcountryrevealedthatBRICS・tradeinservices
displayedfastdevelopmentandsteadygrowthinglobalshare,andalsoshoweduneven
progresses.Roughlyspeaking,Chinahadthelargestvolumeoftradeinserviceswhereas
Indiasawrobustdevelopmentintradeinservices,becomingthetwoleadersamongthe
BRICS;comparativelyspeaking,Brazil,Russia,andSouthAfricaregisteredrelativelyslug-
gishdevelopmentintradeinservices.
Inaddition,BRICS・growthofexportsalsorevealedgreatimbalanceswithinindividual
industries,sotheirexportstructurecontinuestohavescopeforimprovement.Withsome
individualexceptions,BRICScountriesfeaturedlargersharesofandtradesurplusesin
tradeinlabor-orresource-intensivetraditionalservices（e.g.,travel,otherbusinessservice
andtransport）,butsmalersharesofandlargedeficitsintradeinknowledge/technology
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intensivemodernservices（e.g.,finance,insurance,androyaltiesandlicensefees）.Inthe
contextofthedevelopmentofglobaltradeinknowledge/technologyintensiveservices,
BRICS・shareoftradeinmodernservicesstilexhibitsscopeforimprovement.
ThoughBRICScountriesachievedgrowthinthevolumeoftradeinservices,their
developmentwasotherwiselowinqualitywithweakoveralcompetitiveness,tosaynoth-
ingofmanyotherproblems.TheLafayindexcanexpressthe・quality・ofBRICSvarious
servicetradeindustriesortheirinternationalcompetitivenessintermsoftradeinsuch
services.Thus,wecanseethatBRICSproductiveserviceswereunderdevelopedandun-
abletomeetthedemandsoftheireconomicandsocialdevelopment.Theproductiveserv-
iceindustryisanimportantaspectofthemodernserviceindustry,whichmainlyprovides
producerswithserviceproductsandlabor,includingfinance,insurance,andcomputerand
informationservices,characterizedby・intermediateinput,・itcanimprovetheoutput
efficiencyofdifferentmanufacturingprocesses.Foralongtime,BRICS・rapideconomic
development,especialyinmanufacturing,spurredgreaterdomesticdemandforfinance,
consulting,andcomputerandinformationservices,buttheirdomesticproductiveservices
wereunabletomeetthedemandsoftheirsocialdevelopmentduetotheirrelativelyback-
wardpolicyandmanagementsystems,lackofhigh-qualityprofessionals,andlesscompeti-
tiveservice-orientedenterprises.HencethemajorityofBRICS・deficitintradeinservices
stemmedfromtradeinproductiveservices.
Therefore,BRICSarerapidlydevelopingintermsofthetotalvolumeoftradeinserv-
ices,buttheirimbalancedinternalindustrialstructuresplacestheirglobalcompetitiveness
atageneralylowlevel.Simultaneously,theirservicetradepatternisdominatedbyinter-
industrytrade,whichwilsurelyimpactthestabilityandsustainabilityoftheirdevelop-
mentintradeinservices.Yet,achangebyBRICStowardintra-industrytradeinthe
sectorsoffinance,insurance,androyaltiesandlicensefeescanbeobserved,whichsug-
geststhedirectionofBRICSfuturedevelopmentandtheirpotentialintradeinservices.
VI. AnalysisofReasonsbehindBRICS・LowCompetitivenessinTrade
inServices
Duringthe1980s,U.S.scholarMichaelPorterproposedthetheoryofcompetitive
advantagesofnations.Applyingthefamous・DiamondModel,・hepositedanation・s
industry・sabilitytocompeteglobalyreflecteditscharacteristicsintermsoffourkey
attributesandtwohelperattributes.Thefourkeyattributesarefactorconditions,demand
conditions,relatedandsupportingindustries,andfirm・sstrategy,structureandrivalries,
whilethehelperattributesaregovernmentandopportunities.12 Thediamondmodelwent
ontofindwideapplicationintheanalysisofdomesticindustrialcompetiveness.Inanalyz-
inginternationalcompetitivenessoftradeinservices,manyscholarsappliedthismethod
aswelandachievedconsiderableresults.
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Paststudiesonnations・competitivenessintradeinservicesfoundthatfactorsof
productionsuchasfactordemands,especialyinputsofadvancedfactorsofproduction,
playedanincreasinglylargerroleinpromotingtradeinservices.Theyalsofoundthatthe
pushingeffectofhumancapital（themostessentialpartofadvancedfactors）ontradein
servicesisself-evident.Inaddition,anation・sexpansionofservicetrademustbebasedon
sufficientdemandconditions,namelydomesticdemand.Domesticdemandwilfacilitate
theupgradingofproductqualityandscientificprogress,lowerserviceproductioncosts
andspeeduptheinternationalizationofthemarket,therebycontinualyimprovinginter-
nationalcompetitiveness.Furthermore,theopennessoftheservicetrademarket,asan
attributeindicatingfirmstrategyandrivalries,canreflectanation・sdegreeinternational
competitiveness,withthehigheritsopenness,thehigherthedegreeofinvolvementand
internationalcompetiveness.Finaly,thedevelopmentintradeinserviceslargelydepends
onthedevelopmentintradeingoodsorassociatedindustries.Thetwosectorsaremutu-
alyreinforcing.Tradeingoodswilstimulatetherapiddevelopmentintradeinservices
suchastransport,communications,andwarehousing.
Therefore,thispaperproceedswiththeabovefourbasicattributesforexploringthe
BRICScommontraitsintermsoftheirdevelopmentintradeinservicesandanalyzingthe
majorreasonsbehindBRICS・weakcompetivenessintradeinservices.
1.HumancapitalandBRICS・tradeinservices
Inrecentyears,asaleconomicsectorshavebecomebothbaseduponanddrivenby
knowledge,alaborforceequippedwithadvancedtechnologiesandthelatestknowledge
hasbecomeadecisivefactorofproduction.Throughoutglobaleconomicdevelopment,the
constantoptimizationofindustriesinvariouscountries,despitethenotabletechnical
progressesmadeinmanufacturingorservicesector,demandshigherqualitylabor.Thus,
astheservicesectorisahigh-endindustryfeaturingintensivelabor,elementssuchas
knowledge,scienceandtechnology,andprofessionalhigh-endfactorsofproduction,in-
cludingknowledge-basedhumanresourcesandtechnology,arethedeterminantsofa
country・scorecompetiveness.
Anation・seducationlevelisthedecisivefactorformeasuringthesupplyofitshuman
capital,andtheoveraleducationlevelwithintheBRICScanbeexaminedbyHDIofUNDP
andKEIofWorldBank.AsilustratedinTable1,bothRussiaandBrazilrankedhighin
thetablesoftheabove2indexes,butbelowadvancedcountriessuchastheU.S.andJapan,
andevenSouthKorea,whileIndiarankedatthebottom.Asamedium-incomenation,
China・sHIDrankedNo.101,butitseducationindexfelbelowthatofSouthAfrica,theNo.
123rdnationonthetableofHID.In2012,ChinawasrankedbelowSouthAfricainbothKEI
andtheeducationindex.SuchresultsmatchthecompetitivepositionsofChinaandSouth
AfricaintheservicetradesofdifferentindustriesasrevealedbytheirLafayindices.
BRICSdidnotshow strongcapacityinsupplyinghigh-qualitytalent,hencetheir
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shortageofhigh-qualityhumancapital.Thistrendofshortfaliscontinuedbydatafrom
China.Duringthe11yearsfrom2000to2010,China・shighereducationenrolmentshowed
aninitialsharprisefolowedbyamoregradualincreaseto26.0%in2010from8.0%in2000,
anaverageannualrateof12.6%.Thisisanincreaseofmorethan2.3times,farabovethat
experiencedbyotherBRICScountries.Yet,theoveraldevelopmentofhighereducation
inChina,theleaderofBRICScountries,waslessthansatisfactory:Russia・shighereduca-
tionenrolmentratereached55.4%asearlyasin2000andevenreached75.9%in2009,leav-
ingbehindJapan,theU.K.,andotheradvancedcountries;inChina,bycontrast,therate
in2010waslessthanhalfofRussia・saswelasBrazil・s37.3%in2009,andevenrankedbelow
theaverageofmedium-incomenations.Examiningtrendsinacademicbackgroundstruc-
ture,theproportionofpeoplehavingeducationbelowprimarylevelwasverylowindevel-
opedcountriessuchastheU.S.andJapan.In2009,OEDCcountriesaveraged26.7%of
peoplehavingonlyprimaryleveleducation;thefiguresfortheU.S.andJapanwere11.4%
and9.2%,respectively,butreached31.1%13inChina.In2011,OEDCwas21.6%inChina,lower
thanthe2009average.Theratioofemployeeshavingreceivedhighereducationreached
40%indevelopedcountries（2009）,whileChinaonlyrecorded12.9%（2011）.14
Asindicatedbytheaboveanalysis,theoveraleducationlevelofBRICScountries
continuestolagbehindthatofdevelopedcountries,withChinaandIndiaespecialyfaling
furtherbehind,reflectingtheBRICS・verylimitedcapacityinsupplyingtop-qualityhuman
capitalfactors.Thus,asafactorofcompetivenessintheservicetrade,thesupplyofhigh-
qualitytalenthasbecomeabottleneckinBRICS・developmentintradeinservices.
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Table1 HumanDevelopmentIndexandKnowledgeEconomyIndexof
MajorCountriesWorldwide
HumanDevelopmentIndex（HDI）2011
VeryHighHumanDevelopment
HighHuman
Development
MediumHumanDevelopment
USA JPN KOR RUS BRA CHN ZAF IND
RANK 4 12 15 66 84 101 123 134
HDI 0.910 0.901 0.897 0.755 0.718 0.687 0.619 0.547
Education 0.939 0.883 0.934 0.784 0.663 0.623 0.705 0.450
Income 0.869 0.827 0.808 0.713 0.662 0.618 0.652 0.508
TheRankingoftheKnowledgeEconomyIndex（KEI）2012
USA JPN KOR RUS BRA ZAF CHN IND
RANK 12 22 29 55 60 67 84 110
KEI 8.77 8.28 7.97 5.78 5.58 5.21 4.37 3.06
Education 8.70 8.43 9.09 6.79 5.61 4.87 3.93 2.26
Innovation 9.46 9.08 8.80 6.93 6.31 6.89 5.99 4.50
Datasource:UNDPHumanDevelopmentReport2011&WorldBank（CompiledbyNationalBureauofStatistics
ofChina,InternationalStatisticalYearbook2013［M］.ChinaStatisticsPress,2013:366373&390
393）
2.DomesticdemandandBRICS・tradeinservices
Domesticconsumerdemandforservicesreflectsthepurchasingpowerofthepopula-
tion・sincome.Thehighertheincomelevel,thehigheristhepublic・sdemandsforservices.
Inaddition,intheopinionofChinesescholarsChenXiaofen（2012）andHeJun（2013）,
incomelevelandanadvantageintradeinservicesarepositivelycorrelatedintermsof
competitivenessintradeinservices,namelythehighertheincome,thehigheristhecom-
parativeadvantageintradeinservices.
PercapitaGDPisusualyusedtomeasurechangesinanation・slivingstandards.As
showninFigure26,RussiaandBrazilhadthehighestpercapitaGDP,aboveeventhe
globalaverageafter2009;China・spercapitaGDProseto$5,445in2011from$314in1990,a
16.3-foldincrease.SuchanincreasewasuniqueamongBRICSaswel,butwasonlyabove
Indiaintermsofabsoluteamount,rankingatfourthplace.Therankingsofincomeindex
inHID2011alsorevealedthesameresults（seeTable1above）.However,overalpercapita
GDPofBRICScontinuedtolagfarbehindthatofdevelopedcountries.In2011,theU.S.
recordedapercapitaGDPashighas$48,442,afigure3.7and3.8timesthoseofRussiaand
Brazil,respectively.Therefore,basedontheaboveanalysis,despitetheBRICS・constant
increasesinincomelevels,largedisparitiesamongthemremain,andtheircomprehensive
leveltrailsfarbehindthoseofdevelopedcountries.
IncreasesinpercapitaGDPindicatearisingincomelevelforthenationasawhole.A
higherincomelevelalsoreflectsimproveddomesticdemandconditionswithinanation,
whichisfavorableforrisesofdomesticconsumptionlevels.However,astudyofthecon-
ditionsofconsumptionindicatesthattheBRICS・consumptionratestilrequiresimprove-
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Figure26 TransitionofBRICS・PerCapitaGDP
（Unit:$）
Datasource:WorldBankWDIDatabase（CompiledbyNationalBureauofStatisticsofChina,International
StatisticalYearbook2013［M］.ChinaStatisticsPress,2013:2932）
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mentregardlesstheirrecentincreasesinincomelevels.China,inparticular,facesapar-
ticularlypressingprobleminthisregard.AmongBRICS,Brazil,SouthAfrica,andIndia
registeredhigherconsumptionrates,abovethatofSouthKorea,butstilbelow70%thatof
theU.S.,withBrazilandSouthAfricaatessentialythesamelevelasJapan.China・s
consumptionratewasthelowestamongtheBRICSandfurthertookonadownturnbe-
tween2000and2009.Onlyaftertheadoptionofapolicydesignedtoexpanddomestic
demandafter2009didChina・sconsumptionratestabilize,butitremained20percentbelow
thatofRussiainfourthplace,letalonethatofdevelopedcountries.
Generaly,thelowerincomelevelinlow-incomenationscanonlysustaincitizens・basic
lifeneeds,andcitizens・propensitytoconsumeandconsumptionratearebothhigh.For
example,accordingtostatisticsofWorldBank20002007,householdconsumptionrateof
low-incomenationsaveraged75%,higherthantheglobalaverageof62%.Inhigh-income
nations,thehouseholdconsumptionrateisrelativelyhigher,andconsumerspendingisa
majorfactordrivingeconomicgrowth.During20002007,theaveragehouseholdconsump-
tionratewas62%inhigh-incomenations,equivalenttotheworldaveragelevel.Thisrate
was70%intheU.S.,65%inU.K.,and57%inJapanandEuroareas.
Inmedium-incomenations,duetoacceleratedindustrializationandurbanization,as
welasincreasedinvestmentininfrastructuralconstruction,grossfixedassetscapital
formationtakesupalargeshareofGDP,andthehouseholdconsumptionrateisbothlow
anddeclining.Forexample,from2000to2007,thehouseholdconsumptionrateaveraged
58%inmedium-incomenations,notonlyfalingbelowtheworldaveragelevelbutalso
amountingtoadeclineof5%withinsevenyears.AsFigure27indicates,during20002012,
Brazil・shouseholdconsumptionratedroppedto60%from64%;China・sdroppedto35%from
47%;India・sdroppedto58%from65%;onlyRussiasawamildriseinthisperiod.
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Figure27 ComparisonofHouseholdFinalConsumptionRateforBRICSandtheU.S.
（Unit:$）
Datasource:WorldBankWDIDatabase（CompiledbyNationalBureauofStatisticsofChina,International
StatisticalYearbook2013［M］.ChinaStatisticsPress,2013:47）
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Furthermore,countrieswithsubstantialpopulationssuchasChinaandIndia,face
numerousproblemssuchasawideningincomedistributiongap,animperfectsocialsecu-
ritysystem,education,housing,medicalandothersocialfactors,low domesticservice
development,andverylimitedchoiceinserviceproducts,alofwhichhaverestrictedthe
population・sconsumptionbehaviortosomeextent.
Therefore,althoughBRICSharborasubstantialpoolofconsumersandareconstantly
improvingtheirhouseholdincomelevel,theproblem ofdeteriorationofdemandcondi-
tionscausedbyinsufficientconsumermotivationhasbecomeoneimportantfactorinhib-
itingthedevelopmentoftheservicesectorandtradeinservices.Whendemandconditions
deteriorate,enhancingandimprovingthecompetitivenessintradeinservicesisdifficult.
3.MarketopennessandBRICS・tradeinservices
AccordingtotheIMF・sdefinition,serviceopennessreferstothepercentageofa
nation・s（region・s）totalimportsandexportsofservicesinitsGDPwithinacertainperiod,
whichshowsthedegreeofanation・s（region・s）involvementintheglobaltradeinservices
aswelasmeasuresthedependenceofitsoveraldomesticeconomicgrowthuponthe
internationalservicetrademarket.Anationhavinghigherserviceopennessisalsomore
deeplyintegratedwiththeinternationalservicetrademarket,hasstrongercapacityin
exportingserviceproducts,andfacesbetterconditionsforenhancingitsinternational
competitivenessintradeinservices.Serviceopennessisrelatedtodegreeofliberalization
tradeinservices.Liberationoftheservicetradepromotesthespecializationindomestic
servicesectorsandthefreeflowoffactorsofproductionworldwide,whichinturninte-
gratesdomesticservicesectorsintotheinternationalservicetrade・slabordivisionsystem
andenablesacquisitionofforeignfactorsofproductionsuchashuman,technical,and
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Figure28 ComparisonofServiceOpennessofBRICSandtheU.K.
（Unit:%）
Source:UNCTADDatabase.
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managementcapitalinthemeantime.Professionalleveldeepensalongwiththedegreeof
servicetradeopenness,withahigherprofessionallevelleadingtostandardizationoftech-
nologyandintegrationofservices,andthustofurtherbenefitsofscale.Asaresult,the
serviceindustryenjoyslowerproductioncosts,higherlaborproductivityandglobalcom-
parativeadvantageforitsserviceproducts,alofwhichamounttoimprovedinternational
competitivenessintradeinservices.
IntermsoftheBRICS,during20002012,China・sserviceopennessfeaturedatendency
toslightlyincreaseatalowlevelthenafalatahighlevel.Itsopennessrosegradualyto
9.5%in2008,folowedbyamildfaloverthenextfewyears.Despiteamiddlingriseinthe
13yearsofthisstudy,whencomparedwithotherBRICScountries,China・sserviceopen-
nessremainedatalowlevelwhenexaminedfromabsolutestatistics:India,whosenational
conditionsmostresembleChina・s,recordedasignificantriseinitsservicetradeopenness
inthesame13-yearperiod.Itsopennessedgedupto6.9%in2003from 6.0%in2000,and
furtherroseto18.7%in2008,becominganationwithservicetradeopennessnexttothatof
theU.K.SouthAfrica・scurveofservicetradeopennesscanbedividedintotwophases:
during20002007,whenthepatternformedaparabolashowingarise,afal,thenarise
again;andduring20082011,whenittookonatrendofgradualdecline,withitsopenness
droppingfrom9.5%in2009totheminimalvalueinthe13yearsofthisstudy,namely8.5%
in2011.Despitethesefals,itremainedhigherthaninChina.Meanwhile,Russia・scurve
ofopennessisslowlyrising,andwhilestilatalowlevel,itsoverallevelofopennessstil
surpassedthatofChina.
Wemusthighlightthatanation・sdegreeofserviceopennessreflectsfactorssuchasits
overallevelofopennessanddegreeofinvolvementintheglobaldivisionoflabor.Accord-
ingtotherankingsgivenintheglobalizationindexofmajorcountriesandregionsworld-
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Table2 GlobalizationandEconomicGlobalizationIndicesofMajorCountriesWorldwide
GlobalizationIndex EconomicGlobalization
Rank Country GI Rank Country GI
35 USA 74.88 64 ZAF 65.81
47 RUS 67.35 79 USA 60.83
53 ZAF 64.42 84 KOR 60.13
55 JPN 64.13 98 RUS 54.56
60 KOR 62.39 100 BRA 53.54
73 CHN 59.37 107 CHN 51.25
74 BRA 59.36 120 JPN 45.84
110 IND 51.88 129 IND 43.73
Datasource:KOFSwissEconomicInstitute（CompiledbyNationalBureauofStatisticsofChina,International
StatisticalYearbook2013［M］.ChinaStatisticsPress,2013:374379）
widebyKOFSwissEconomicInstitute,theoveralglobalizationlevelsofRussiaand
SouthAfricaarehigher,rankingNo.47andNo.53,respectively,intheworld,whileChina,
Brazil,andIndiaareatlowerlevels.Yet,fromtheperspectiveofeconomicglobalization
level,SouthAfricaovertakesRussiaandbecomestheBRICSnationwiththehighestlevel
ofeconomicglobalization,outrankingeventheU.S.andSouthKorea.Brazil,China,and
India,alrankatalowerlevel,above100.Indiaisauniquecase.Regardlessofitshigher
serviceopennesslevel,Indiaremainsatalowlevelofglobalizationandeconomicglobali-
zation,anditstwoindexesarefoundatthebottomofthetable.Thisalsoexplainswhy
IndiaismorecompetitivethanotherBRICScountriesincertainservicesectors,andvali-
datestheeffectofmarketopennessinraisingindustrialcompetiveness.
WecanseefromtheaboveanalysisthatBRICS・serviceopennesscontinuestosteadily
risetoapproachthelevelsofdevelopedcountries,buttheiroveralopennessstilneedsto
increase.Onlyinahighlyopennationwildomesticserviceindustrieshavemoreopportu-
nitiestobecomeinvolvedininternationaltradeandfindentriesintointernationalmar-
kets.Astheyimproveandenhancetheirprofilesintheinternationalmarket,domestic
serviceindustriescanachievesustainabledevelopmentandundertakemoretechnical
innovationsonthebasisofselectivelyassimilatingandborrowingtheexperiencesof
foreigncompetitors.
4.BRICS・tradeingoodsandtradeinservices
Manufacturingandservices,twopilarindustriesofanation・sdomesticeconomy,are
bothmutualyreinforcingandrestraining.Intheinitialstatesofdevelopment,when
resourcesarerelativelyrareandlimited,thedevelopmentofmanufacturingandservices
aresubstitutable;inthenextstageofgrowth,thedevelopmentofmanufacturingand
servicesarecloselyboundupandmutualysupportive.Vigorousdevelopmentoftradein
goodswilboostthedevelopmentoftradeinservicesinasynergisticmannerandbecome
theimportantdrivingforceofdevelopmentintradeinservices.
Inapaststudy,ChenXian（2000）notedthatthedevelopmentoftradeingoodswould
spurthedevelopmentoftradeinservices,andthedevelopmentoftradeinservices,espe-
cialyproductiveservices,originatesfromdemandforservicesbroughtaboutbytheex-
pansionoftradeingoods,knownasaderivativeeffectofthecoreeffectoftradeingoods.
Mazumdar（2005）builtatheoreticalmodelforanalyzingtherelevancybetweenexportsof
goodsandservicesusingthepricingprincipleofmicroeconomics.Afterusingthismodel
toconductanempiricalanalysis,hecametotheconclusionthattradeingoodsandtrade
inservicesaremutualyreinforcing.
Fromtheaboveanalysis,wecanobservethatthedrivingroleoftradeingoodsdidnot
exertitsfulbeneficialeffectonBRICS・developmentintradeinservices,andscopefor
improvementremains.AsFigure29shows,amongtheBRICS（withtheexceptionof
India）,theratioofexportsofservicestoexportsofgoodsneedstoincrease.Accordingto
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thedata,theratioofexportsofservicestoexportsofgoodsreached50%intheU.S.,while
amongtheBRICS,onlyIndiareachedsuchalevel.Furthermore,after2005whentheU.S.
experiencedamilddeclineinthisvalue,Indiaretainedits50%rate,thusoutstrippingthe
U.S.FortheotherfourBRICScountries,theratioofexportsofservicestoexportsof
goodshasbasicalyhoveredsomewherebetween15%and20%inBrazilandSouthAfrica,
equivalenttoJapan・slevel;ChinaandRussia,however,recordedalowerratiofluctuating
around10%.Thus,BRICSachievedgrowthin・volume・ofexportsofgoods,butdidnot
obtainthefulbeneficialknock-oneffectintermsofthedrivingforceoftheirtradein
services.
Weshalalsoseethatservicesnowadaysareincreasinglypenetratingvariousproce-
duresofthetradeingoods.Accordingly,thedevelopmentoftradeinserviceswilsurely
acceleratetechnicalinnovationandcreatefavorableconditionstoenablethetradein
goodstodevelop.However,theaddedvalueofservices,whetherhighorlow,wilalso
constrainthefulexertionofthedrivingeffectoftradeingoodsupontradeinservices.
Specificaly,high-qualityserviceswilenhancetheexportcapacityofservices,thusalow-
ingBRICStoincreasinglybenefitfrom exportingproductsrelatedtosuchservicesand
givefreereintothebeneficialeffectresultingfromcoordinateddevelopmentoftradein
servicesandgoods.
IntermsoftheratioofaddedvalueinservicestoGDPin2001,BrazilandSouthAfrica,
outoftheBRICS,hadthehighestlevel,thatreached67.1%,only4.4%behindJapan,but
11.7%behindtheU.S.Meanwhile,India,RussiaandChinarecordedevenlowervalues,at
22.4%,19.5%and35.5%belowthatoftheU.S.,respectively.China,therefore,hasthemost
scopeforimprovement.ThisalsoreflectsthefactthatChina・sdevelopmentinservices
lagsacertaindistancebehindbothdevelopedandotherBRICScountries,anditslow
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Figure29 TransitionofRatiosofTradeinServicestoTradeinGoods
forMajorCountriesWorldwide
（Unit:%）
Source:UNCTADDatabase.
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innovationcapabilities.
Tosum up,usingframeworkdevelopedinthe・diamondmodel・theory,thispaper
conductedananalysisandcomparisonoffactorconditions,demandconditions,relatedand
supportingindustries,andfirmstrategiesandrivalriesinfluencingBRICS・competiveness
intradeinservicesthroughratingssuchasthehumandevelopmentindexandknowledge
economicindex,percapitaGDP,marketopenness,ratioofexportsofservicestoexportsof
goods,andotherrelevantindexes.Wefindthatthelackofhigh-qualitylaborcapital,
deteriorationofdemandconditions,insufficientmarketopenness,andpoorcoordination
betweentradeinservicesandtradeingoodsexplainBRICS・weakcompetivenessintrade
inservicescomparedwiththatofdevelopedcountries.
VII.BasicMethodstoImproveBRICS・CompetitivenessinTradeinServices
Asseenfromtheaboveanalyses,althoughtheBRICSarerecordingrapidincreasesin
theirvolumesofservicetrade,theyarestilmarkedbyweakoveralcompetiveness,great
disparitiesbetweenvariousindustries,andespecialy,laggingmodernservices.Therefore,
thequestionsofhowtoimprovethestructureoftheservicetradeandboostcompetiveness
intradeinserviceshavebecomeimportanttopicsforalemergingeconomies,including
theBRICS.
1.Increaseaccumulationofadvancedfactorsofproduction
Inrecentyears,asthescientificrevolutionpicksuppace,knowledgeisgradualy
becominganindependentfactorofproductionalongsidecapital,labor,andland.Inthe
1980s,NewGrowthTheory,asespousedbyleadingproponentPaulRomer,becamepopular
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Figure30 TransitionofRatioofAddedValueofServicestoGDP
forMajorCountriesWorldwide
（Unit:%）
Datasource:WorldBankWDIDatabase（CompiledbyNationalBureauofStatisticsofChina,International
StatisticalYearbook2013［M］.ChinaStatisticsPress,2013:94）
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amongwesterneconomicscircles.Itintroducedknowledge（includingtechnology）into
theproductionfunctionasanendogenousvariableandofferedaful-scalecorrectionto
neoclassicaltheory.Thisshowsthattheroleofknowledgeineconomicgrowthhasbeen
greatlyenhanced,sotheeconomicandindustrialstructuresofalcountriesaremanifest-
ingagrowingtendencytowarddematerialization.Thisfindsthebestexpressioninthe
factthatmodernservices,characterizedbyintensiveuseofknowledgeandinformation,
havebecomemainstaysofdevelopedcountries・economies.Overthepastdecade,the
contributionrateofmodernservicestoGDPhasreached50%inadvancedcountries,and
thenumberofemployeesabsorbedintheseindustrieshasrisentonearly50%ofthetotal
numberofemployees.15
Inthecontextoftheknowledgeeconomy,scientificdevelopmenthasgreatlyextended
thedomainandscopeofthetraditionalservicetrade,makingservicessignificantlymore
・tradable.・Knowledge-intensivemodernserviceindustries,asindispensablepartsofex-
tendedmanufacturingproduction,isbecomingakeymanufacturinginputforimproving
laborproductivityandcompetitivenessofgoods.Furthermore,itisbecomingevenmore
ofabasicfactorinmanufacturingforachievingproductdifferentiationanddetermining
products・addedvalue.Hence,themodernserviceindustry,asaninfrastructuralsectorof
anationaleconomy,hasbecomeanindependentdecisivefactorofstrategicsignificanceto
anation・slong-runsocialproductivitydevelopmentaswelastothecomprehensiveen-
hancementofanindustry・sinternationalcompetiveness.Thesubstantialpenetrationof
modernservicesistheconcentratedreflectionofacceleratedinternationaltechnology
transfersandadeepenedsocialdivisionoflabor,andassuch,isaprominentsymbolthat
theinternationalserviceindustryisrapidlychangingfromthesubjectiveresultsofglobal
economicgrowthtothepremiseofworldtradeexpansion.
Againstsuchabackground,developmentofadvancedfactorsofproductionisvery
importantforenhancingBRICS・internationalcompetivenessintradeinservicesasthey
facesevereshortageofsuchadvancedfactors.Previously,productioncostsinthetradi-
tionalsensewerenotcountedasacomparativeadvantageformodernservices,only
knowledge,technology,management,andaccumulationofcurrencycapitalcantranslate
intocomparativeadvantagesfortheserviceindustry.Humancapitalisoneofthemost
importantadvancedfactorsofproduction,andtherapidlydevelopinginternationalservice
tradesectorisplacingincreasinglyhigherdemandsonemployees.Forthisreason,BRICS
countriesneedtotrainknowledgeabletalentatafasterspeed,anddevelophumancapital
intheservicetradesector.Tobeginwith,theymustincreasetheirinvestmentineduca-
tion;next,theyneedtobuildasoundmechanismfortrainingtalent;andfinaly,theycan
introducequalitytalents.
2.Expanddomesticmarketdemand
Wherethereisdemand,thereisamarket.ConsumerdemandisvitalforBRICSto
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improvetheircompetivenessintradeinservices.Thelong-termbiggestproblemmilitat-
ingagainsteconomicdevelopmentofemergingcountriesisinsufficientdomesticcon-
sumerdemand.Tosolvethisproblem,citizens・disposableincomemustbeincreased.A
firststepistoadjusttheprimarydistributionpattern,startingwithincreasingtheshare
oflaborincome.BeforeBRICS・economiesreachedtheircurrentlevels,thelaborfactorhad
longbeensuppressedbysupplies,economicstructure,andotherfactors,whiletheirin-
comesharewasfarbelowthatofotherfactorssuchascapital.Tochangesuchpatternof
primarydistribution,itsfocusmustshiftfrom efficiencyalonetobothfairnessandeffi-
ciency.Second,thesocialsecuritysystemshouldbereformedtoserveasthecut-inpoint
andanadjustedre-distributionmechanism.InChina,forexample,thenationalincome
distributionpatternthesetwoyears（i.e.,2008and2009）featuresthecrowding-outofresi-
dentsdepartmentfromgovernment,［Remark10］butindividualsandenterprisesareover-
burdenedbytherequiredsocialsecurityfees.AWorldBankreporthighlightedthatthe
averagetaxrateofChineselaborers（includingpersonalincometaxandsocialsecurity）
was45%in2008,almostthehighestintheworld,nearlytwicetherateintheU.S.andother
countries.Therefore,individualsandenterprisesshouldbemoderatelydisburdenedfrom
socialsecuritypayments,thegovernmentshouldassumemoreresponsibilities,and
citizen・sdisposableincomeshouldbeboosted.Furthermore,BRICSshalimprovetheir
ratiosofmedium-incomepopulationandincreasetheincomeoflow-incomepeople,soasto
narrowthewideningincomegapanddriveupsociety・saverageconsumptiontendency.
Moreover,theyshouldgradualynarrowtheincomegapbetweenindustriesandresidents
ofvariousranksbyrefiningthetaxadjustmentmechanism.
Intheservicesector,asserviceproductsareintangible,consumersarealwaysreluc-
tanttoconsumeservicesandhavestrongerawarenessofrisks（e.g.,theriskofpurchasing
anintangibleproductishigher）,sotheirinitialdemandsmayberepressed.Byregulating
domesticconsumption,thegovernmentcanprovideafavorableconsumptionenvironment
forconsumersandmakethem confidentinundertakingconsumptionactivity.Service-
orientedenterprisesneedtofocusonprovidingsuitableandqualityserviceproductsthat
satisfyconsumerssoastodrivedemand.AstheBRICStransformingfrom economies
drivenbylarge-scalemanufacturingtolarge-scaleconsumption,diversifiedconsumption
patternsshouldbeencouraged;theircitizens・consumptionstructuresshouldchangefrom
the・livingtype・tothe・developmenttype・;andmodeofconsumptionshouldevolvefrom
・self-accumulationmode・to・consumercreditmode.・Viewedfrom BRICS・currenteco-
nomiclevel,thoughtheyaretransformingthemselvesfromlarge-scalemanufacturersto
large-scaleconsumers,theystilhavealongwaytogo.Hence,theystilneedtofurther
deepentheirsystemicreformsandmechanisms,aswelasboosttheireconomicgrowth
whilestilensuringitssustainability.
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3.Expandmarketopenness
Toimprovetheircompetivenessintradeinservices,BRICSmustimprovetheirlevels
ofmarketfreedom,reducemarketaccessbarriers,andmaintaintheirservicemarketactiv-
ityinacompetitiveenvironment.Atpresent,manyservicesectorsinBRICS・economies
remaingovernmentmonopolies,andthusarecharacterizedbylowefficiencyandlackof
vitality.Therefore,monopoliesmustbedisbanded,asoundenvironmentformarketcom-
petitiondeveloped,market-orientedleversimplementedtoachievemarketselection,free
flowoffactorsofserviceenabledservicestandardsincreased,alinanefforttointegrate
domesticandglobalservicemarkets.Domesticandforeignexperiencesbothindicatethat
opennessinaserviceindustrycanyieldstrongeroverflowsandcompetitioneffectthan
opennessonmanufacturing,andsuchopennessisirreplaceableforpromotingtheservice
sector・scompetiveness.
Thoughthedrivingeffectofservicesuponeconomicdevelopmentisnotindoubt,no
countryintheworldhasopeneditsservicesectorinonestep,neitherhasonetotaly
openedalitsserviceindustries.IntheBRICS,onlyfewtraditionallabor-intensiveindus-
triescanbeconsideredreasonablyopen,theremainingmajorityhasnotyetbeenalowed
sufficientfreedomfortheirstimulatingeffectoneconomicdevelopmenttohaveanotice-
ableimpact.Therefore,theBRICScountriesneedtofolowthetendencyoftradeliberation
andexpandtheiropennessoftradeinservices.
Specificmeasuresforimplementationareasfolows:aboveal,theyshould,priorto
openingtheirservicetrademarkets,improvethemanagementoftheservicesectorand
systemstoensurethecontinuityofsuchopenness,suchasenactingrelevantlawsand
regulations.Thentheyshouldopendifferentservicesectorstodifferentextents:（1）They
shouldactivelyopentraditionalservices,keeptheexistingadvantagesoftradeintradi-
tionalservices,andendeavortoexpandexportsoflabor-intensiveservices.BRICSshould
seektoimprovetheirinternationalcompetivenessintraditionalservices,strengthentheir
marketingtoolsforthesetraditionalservices,andgivefulreintotheirdrivingeffecton
theeconomy.Inaddition,theyshouldexpandtheopennessofotheradvantageousindus-
trieshavinginternationalcompetiveness,activelyinvolvethemselvesininternational
competition,andimprovetheirprofilesininternationalmarkets;（2）Theyshouldopen
hierarchicalysomeknowledge-andcapital-intensiveserviceindustriescenteringon
emergingtechnologieswithdifferentemphases,increasetheirsupporttothem,andmoder-
atelylowermarketaccessrestrictions.Inaddition,theyshouldlearnfromforeignexperi-
enceandworldadvancedstandards,stimulatethedevelopmentofservicesinvarious
countries,upgradetheirabilitytocompeteandtheirmanagementmechanism forthe
industry,andimprovetheircapabilitytorespondtomarketchalengesinaflexibleman-
ner.However,asBRICSareinaneconomictransitionperiod,theymustfolowthemoder-
ateopennessprincipletosafeguardtheireconomicsecurity.Astheserviceindustrywil
TheRiseoftheBRICSanditsDevelopmentoftheServiceTrade48
drivesubstantialflowsofcapital,technologies,andinformation,andwilaffectthestabil-
ityofthedomesticmarket,openingittoofastwilseriouslythreatentheoveraleconomy,
soaflexibleandresponsiveapproachisneeded;（3）Theyshouldcontinuetoexpandthe
opennessofemergingservicesectors,whichwilhaveasizeableinfluenceonthedevelop-
mentandcompetitivenessoftheseindustries.Theyshouldbreakthemonopolyofthese
industriesandfacilitatetheeconomictransformationandoptimizationofindustrialstruc-
tures.
4.Giveplaytothesynergisticeffectbetweentradeingoodsandtradeinservices
Anation・scapacityinprovidingserviceproductstotheglobalmarketisthebasisfor
itsserviceindustrytoachieveaddedvalue.Enhancedcapacityinprovidingserviceprod-
uctswilexertanactivepushingeffectonincreasedspecializationinthedivisionoflabor,
andimprovebothproductionefficiencyanddevelopmentofcapital-intensiveservices,
thusimprovingthecompetivenessoftradeinservices.Accelerateddevelopmentoftrade
inserviceswilspurthecoordinateddevelopmentofprimary,secondary,andtertiary
industries,aswelastradeinservicesandgoods.Inaddition,thisapproachcanhavethe
reverseeffectofpropelingtheexpansionoftheservicetradeandimprovecompetiveness
withthescaleeffectfromexportsofgoods.Inreturn,tradeinhighvalue-addedservices
wilhelpimprovethetechnicallevelofthegoodstradeandextendthevaluechain.Inthis
way,tradeingoodscanthenbetterplayitsdrivingroleandalowfreereintothesynergis-
ticeffectbetweentradeingoodsandtradeinservices.However,BRICS・tradeingoodsand
tradeinservices,nomatterthevolumeorquality,show greatdisparitiesandextreme
imbalances.
BRICScountrieshavetheopportunitytolearnfrom theexperiencesofdeveloped
countriesinboostingtradeinserviceswithtradeingoodsandstrengtheningsupport
servicesrelatingtofinishedexport-orientedproducts.Suchborrowingofforeignexpertise
canalowBRICStoseizeagreatershareoftheworldmarketandextendthemanufactur-
ing・svaluechain.Byexportingproductswithhighertechnicalcontent,theycandevelop
moreservicesandusetheiradvantagesintradeingoodstodrivethedevelopmentoftheir
tradeinservices.Withregardtothis,theyshouldbeginwithvigorousdevelopmentof
highvalue-addedmodernservicesrelatingtoR&Dofupstreamgoodsandmarketingof
downstreamgoods,givefulscopetotheiradvantagesintradeingoods,andimprovetheir
competivenessinmanufacturing.ThiswilgreatlyboostBRICS・internationalcompetive-
nessintradeinservices,facilitatetheconstructionofamechanismtolinktradeingoods
andtradeinservices,andachievebettersynergyeffectsbetweenservice-orientedand
manufacturingenterprises,andbetweentradeingoodsandtradeinservices.
BRICScountriesshouldalsotakestepstostrengthenthebuildingofaproductive
servicetradedepartmenttobetterimprovecompetitivenessintradeingoods.Aproduc-
tiveserviceindustry,astheintermediateinputofindustrialproduction,hasbecomea
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specificdecisivefactorofstrategicsignificanceininternationalcompetition.Higherpro-
ductiveserviceefficiencycanlowertradingexpensesandconsequentlylowerlabordivi-
sioncostsanddeepenlabordivision,whichcanfurtheradvanceindustrialdevelopment.
Morethananythingelse,aknowledge-intensiveproductiveserviceindustryisbecoming
akeyinputenablingenterprisestoimprovelaborproductivityandcompetivenessin
goods,andisevenmoreabasicfactortoalowenterprisestoachieveproductdifferentia-
tionanddetermineproducts・value-added.Forexample,serviceshavingcloselinkswith
internationaltradeingoods,suchastransport,finance,andinsurance,canalberegarded
assupportingindustriesoftradeingoods.Theseservicesnotonlyprovideservicesfor
tradeingoodsbutalsoplayavitalroleinraisingtheinternationalcompetivenessofsuch
trade.
Onsuchabasis,BRICSshouldfolowthedevelopmentideaofdrivingtradeinservices
viatradeingoodsandstimulatingdevelopmentoftradeingoodswithtradeinservices,
thusgivingfulscopetothesynergiceffectsbetweenthem.Foritspart,governmentshal
makescientificplanningandrationallayoutoftheplannedproportionofprimary,secon-
daryandtertiaryindustriesaswelaspromotetheactiveupgradingandadjustmentof
domesticindustrialstructurethroughpreferentialpoliciesandmeasuresconcerningindus-
try,taxation,andrewards.Second,BRICS・governmentshalguideandencourageenter-
prisestomaketechnicalprogresses,workhardtoimproveenterprises・self-innovation
capacity,undertakeincrementalchangestotheirlong-standingoccupationoflow-endof
thevaluechain,andtakethisopportunitytoboostthedevelopmentoftheemergingserv-
iceindustry.
VIII. Conclusion
ThispaperfirstcomparesBRICS・servicetradestructureandcompetivenessthen
analyzesthemajorfactorsinfluencingtheircompetivenessintradeinservicesonthe
abovebasis.Accordingly,itthenproposesbasicmethodsforimprovingBRICS・competi-
tivenessintradeinservices.Overal,althoughBRICSareexpandingthevolumeoftheir
tradeinservices,theirinternationalcompetivenessremainsweak.Moreover,BRICS・struc-
tureofservicetradecontinuestobedominatedbylabor-intensiveservices,withafew
countriesandservicesasexceptions,andthedevelopmentofknowledgeandtechnology-
intensivemodernservicesremainsfarbehind.Fromthisperspective,BRICS・development
oftradeinserviceslagsbyasubstantialamountbehindthatofdevelopedcountries.Even
so,alongwiththeireconomicrise,theirexpendituresintradeinserviceswilrequirea
large-scalerise.Furthermore,theservicemarketswithinBRICS,whoarealsoknownas
emergingcountries,areinthetransitionperiodfrombasiclivelihoodtypetoserviceenjoy-
menttype,andastheirevolutioncontinues,wilgiverisetogreaterandnewerservice
demandsandbusinessopportunitiesinthefuture.Atpresent,theopennessofBRICS・
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servicemarketsremainslowerthangeneralgoodsmarket,andservicesectorscontinueto
belargelymonopolized.Therefore,moreopennessiswarrantedtopromotethereformof
variousdomesticsystems,soastoguaranteeconstantimprovementinindustrialstruc-
turesandsustainableeconomicdevelopment.
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